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OF INDIANAPOLIS 
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OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 
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Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 
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The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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Photo by Gene Garrett 


THOMAS G. McCRACKEN 


President of the Federation of Mutual Fire Insurance Companies 


Mar. McCRACKEN is vice-president and general manager of the Retail Hardware Mutual 
Insurance Company of Minneapolis, one of the most conspicuously successful mutuals doing 
business on a national basis, and constantly increasing in strength. He has grown up in an atmos- 
phere of mutual affairs, and because of his broad-minded grasp of the practical details of manage- 
ment, and his wide acquaintance with insurance officials, he is particularly well fitted to fill the 
office of chief executive of the Federation. 
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About the Insurance World 


Believe It or Not FROM various 
Business is Better government __re- 

ports and private 
agency tabulations we gather the 
rather cheery news that a number of 
lines of manufacturing show definite 
signs of improvement over last year. 
Indications are that people have been 
wearing their old clothes so long that 
dresses, suits, shoes and what not have 
suddenly gone to pieces and been con- 
signed to the rag-bag or garbage can. 
Hosiery has taken a very decided 
jump in production being well on the 
way towards twice as active in July 
and August, 1931, as during the same 
period in 1930. Men’s and boys’ suits 
are also ahead of last year in numbers 
turned out, both raw cotton and cotton 
cloth have taken a spurt over last 
year’s figures, overcoats are ap- 
parently in greater demand, raw wool 
and woolen machinery are way ahead 
in this year’s figures, and raw silk and 
silk machinery are doing consistently 
better. 


Shoes are definitely walking up the 
incline, hand in hand, or rather foot 
by foot with upper leather, although 
sole leather and belting have not kept 
up with the procession. 


Despite automobile production be- 
ing down the old tires are continually 
being worn out and the average pro- 
duction for the first six months of 
1931 makes a very fair showing 
against the records of last year. Of 
the foodstuffs, meat packing has 
gone ahead, wheat flour is lagging 
only slightly, raw sugar “meltings” 
are holding their own well, and if 
alcohol may be considered a food in- 
stead of a drink, this department of 
our country’s industry is not given 


to staggering as much as its reputa- 
tion would indicate. 


Portland Cement sales are heavy 
—no pun intended—steel is way 
down, probably reflecting the lack of 
output in the automobile trade, and 
the farmers have quit to a large ex- 
tent fertilizing their fields with acid 
phosphate. 

Some will consider it an encourag- 
ing sign that news print in both the 
United States and Canada has de- 
clined in the number of short tons 
used, indicating perhaps that there is 
less in the economic situation today 
to play up in scare headlines and fill 
pages with doleful news. Altogether 
if one were given to optimism at all 
the business situation would seem to 
have a number of bright spots in it. 
But is returning prosperity just 
around the corner? Well, we will 
admit that your guess is just as good 
as ours. 


Missouri Likes EVERETT 
Compensation Law R I CH A R D- 
Says Richardson SON, chairman 
of the State 
Workmen’s Compensation Commis- 
sion of Missouri has gone on record 
in a recent statement saying that the 
workmen’s compensation law of his 
state, now in.its fifth year of opera- 
tion, has proved itself “of invaluable 
help not only to the employees but to 
the employers of labor as well.” 
Missouri's legislature passed the 
act in 1925, and after much discussion 
it was ratified by a majority of some 
300,000 at the election held in 
November, 1926. 


The Commission provided by the 
act to administer compensation affairs 
consisted of three members each ap- 


pointed for a six years’ term, one 
member to represent the employers 
of labor of the state, another to repre- 
sent the employees and a third to 
represent the legal profession. Ac- 
cordingly, Orin H. Shaw was ap- 
pointed for the employees, Jay J. 
James for the legal profession and 
the present chairman, Mr. Richard- 
son, for the employers. 


Since its formation the commission 
has reviewed the reports of accidents 
numbering 432,284. These were dis- 
tributed as follows: for the year 
1927, 90,153; 1928, 93,454; 1929, 
104,132; 1930, 93,455; and for the 
year 1931 up to October 1, 50,417. 
The amounts ordered paid for com- 
pensation and medical attention were 
for 1927, $4,778,989.00; $4,400,- 
337.00 for 1928; $4,571,646.00 for 
1929; and $3,688,767.00 for 1930. 
The figures cannot be given for 1931 
because the cases arising this year 
have not as yet been tabulated. The 
four-year total amounts to $17,639,- 
739.00. 


Salient features of the act provided 
that an injured employee should be 
allowed medical and hospital care not 
exceeding $250.00 for the first 60 
days after his accident, although upon 
order of the commission medical care 
might be extended for another 12 
months. In 1931 the legislature 
amended the law to read $750.00 
medical care for the initial 90 days, 
and an authorization for the com- 
missioner to extend additional med- 
ical treatment for any length of time 
that was deemed necessary. 


The amendment also included a 
provision relating to occupational 
diseases, giving the employer of labor 
operating under the law the right to 
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file with the commission his accept- 
ance of the occupational amendment 
and to post notices for the attention 
of his employees, and thus place the 
occupational disability of his em- 
ployees under the compensation law. 

Beyond the provision for the com- 
pensation and medical payments there 
is allowed $150.00 for burial expenses 
in case of death from an accident. 
Also in the case of fatal accident the 
descendants receive as benefit three 
hundred times two-thirds of the in- 
jured workmen’s weekly salary, and 
partial dependents are paid accord- 
ing to the proportion which the em- 
ployee had contributed up to the time 
of his injury. 

A large number of the cases com- 
ing to the attention of the commission 
have been settled by correspondence 
and through conferences. Only those 
which involved controversy were set 
down for hearing. During the life of 
the commission up to October 1 of 
this year there have been held 5,699 
hearings, 540 re-hearings reviews and 
hearings on changes of conditions, 
etc. Only 921 cases have gone to the 
circuit court on appeal, which is an 
average of one appeal case for every 
469 accident reports. Facilities are 
given injured employees to present 
their cases properly by a staff of legal 
advisors maintained at the commis- 
sion offices in St. Louis and Kansas 
City. 

All employers of labor who have 
more than ten employees are regarded 
as major employers and thus auto- 
matically come under the compensa- 
tion commission’s control unless a 
written rejection is filed and proper 
notices are posted to acquaint the 
employees with the fact that the em- 
ployer does not operate under the law. 

Employers having less than ten 
employees are exempted as are also 
family servants, farm help, employees 
of municipalities, state, county, town- 
ship, school or road, drainage, swamp 
and levy districts, or school boards, 
boards of education, regents, curators, 
managers of control commissions, 
board or other political subdivision, 
corporation quasi-corporation, or 
cities under special charter or under 
the commission form of government. 
These various exempted may, how- 
ever, bring themselves under the pro- 
visions of the law by filing a written 
acceptance of it. Employees receiving 
more than $3,600 per year as wages 
are also exempted. 


The Commissioners have expressed 
their satisfaction with the law in 
general and state that the employers 
and employees seem equally pleased 
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with the practical workings of the 
act. It is said that in 90 percent of 
the accident cases, the injured em- 
ployee is in possession of his first 
compensation payment within two 
weeks after the date of the accident. 


Getting Down to WE trust we are 
First Principles doing no lasting 

harm in quoting 
the following paragraph from Kes- 
singer’s Midwest Review. However, 
our good stock agent friend Mr. Ben- 
nett really should know about this 
and act accordingly; 

“Alva,in northwestern Oklahoma's wheat 
belt, has traded a carload of flour milled 
locally for a carload of coal mined at Hen- 
ryetta, center of the state’s mining district. 
The flour is to be distributed to Henry- 
etta’s unemployed and the citizens of Alva 
have stored the coal for winter use. No 
wholesaler, jobber, broker, or other middle- 
man was used in the transaction. It was 
a case of pure barter and exchange, such 
as used to he practiced before the medium 
of money was invented.” 

Well, well is there no boycott 
bureau in Oklahoma to keep trade at 
home and what about the commis- 
sions ? 


Yow 


Suggesting New OVER in London 
Motor Devices the Lyons’ Tea 

Company has de- 
vised a novel warning signal to herald 
the approach of a truck when it is 
about to pass over the sidewalk after 
leaving a loading platform. The de- 
vice consists of a miniature of one 
of the company’s trucks located on a 
runway about ten feet above the 
street level and which rolls out a 
short distance beyond the building 
line thus displaying a moving adver- 
tisement for the tea, and at the same 
time sounding a shrill toot to warn 
passing chauffeurs and_ pedestrians. 


The signal works automatically as 
the big truck approaches. Viewed 
from an American standpoint this 
suggests a number of improvements 
in our own system of stop-and-go 
signals. If an electric fist could be 
devised to reach out and give a sock 
on the chin to the man who persists 
in driving on the wrong side of the 
black line and making turns without 
warning, the invention would have a 
wide use and welcome. Or if some 
kind of a magnet could be constructed 
which would unerringly pick out all 
the prehistoric junk automobiles 


which pass under a gate, and consign 
them to a scrap heap, the accident 
record would undoubtedly grow less. 
There would be a market also for a 
silencer which by electric induction 
would choke back into the garrulous 
driver’s throat those various and sun- 





dry bawlings out which he gives to 
his fellow motorists, all the while 
paying little attention to where he 
himself is going. If we add to these, 
finally, a vat of boiling oil (of any 
standard brand) for the man who 
keeps his foot on the accelerator and 
rocks back and forth in an attempt to 
get away a tenth of a second early at 
crowded crossings, then the efforts 
of the fool population to impress its 
will on the great body of sensible 
citizens will be of less avail and 
fraught with less danger. 


How to Find THE United States 
What Happened Daily which is on 

the standard read- 
ing menu of many business men 
throughout the country has recently 
published its annual Index-Digest, 
this being volume 5, and dated 
1930-31. 


Besides containing quick references 
to a wide variety of news and com- 
mercial subjects it shows how to gain 
easy access to items or articles on 
every important insurance matter 
which has come before the executive, 
legislative, or judicial branch of any 
of the 48 state governments, and the 
Federal government, for the year 
March, 1930, to March, 1931. 

As a practical encyclopedia of 
recently current business happenings 
this Index-Digest is a publication 
which undoubtedly will be of interest 
to any business man who wants to 
keep up to date. 


Accident Policies BACK in 1911 
Too Liberal the accident policy 

was liberalized to 
the extent that insureds who were 
permanently disabled could draw 
benefit for as long as they lived and 
suffered under the consequences of 
the accident which affected them. Be- 
fore that time the limit had been 200 
weeks or from 200 to 300 weeks 
based on the principal sum named in 
the policy. For the first five years 
this extension did not cost the com- 
panies very much extra, but after that 
time it rapidly mounted until it 
showed an increase of from 10 to 20 
percent. 

Another liberalization during this 
same period was the adoption of what 
was called a fully accumulated policy. 
Under the old policy the principal 
sum to be paid for death and certain 
specified dismemberment increased 
five percent a year until fifty percent 
had been added. The new policy pro- 
vided that the fifty percent was in- 
cluded at the start. The result of this 
plan was a 25 percent average in- 
crease in payments for death and dis- 
memberment. 

















‘Beyond the two reasons mentioned 
above the large increase in payments 
under accident policies has been aug- 
mented by the steadily mounting 
number of automobiles in use thus 
piling up a daily extra total of various 
kinds of personal disasters. 


Drive for 
Collections 


INDICATIONS are 
that the nothing-down- 
and - the - balance - any - 
old-time-after-ninety-days policy is to 
be scarcer next year than has been the 
rule in the recent past. Although in- 
surance is not a commodity yet the 
old fashioned hit-and-miss methods 
of finally bringing in the shekels will 
not serve in these days of money 
stringency to keep the insurance mill 
running. 


Where collections have been slow 
it has been the thought of many com- 
panies that an extension of time 
would help the agency out and estab- 
lish a basis of good-will which would 
be valuable in the future. But the 
plan does not seem to work that way 
and the agent has sunk into the finan- 
cial mire deeper and deeper until in 
some cases his plight has become 
hopeless and thus expensive to the 
companies. If the agent is not 
pressed for insurance money due he 
is likely to take the incident as a spe- 
cial dispensation allowing him to pay 
other bills first, and when the final 
accounting day arrives he does not 
have the cash to settle. It is becom- 
ing more and more the rule to in- 
vestigate all cases of delinquency and 
to put pressure on those who are sim- 
ply negligent, but to have some spe- 
cial regard for agencies which have 
been hard hit by bank failures or 
similar misfortune. 


This procedure has been very diffi- 
cult in some respects because of the 
offense that is naturally taken by 
sensitive agents who have been trying 
to do the right thing, but cannot keep 
up with the financial procession. 

-artly to meet this objection some of 
the executives are now issuing warn- 
ings that a more strenuous campaign 
for prompt collections will begin the 
first of the year, and that new ac- 
counts made from now on must be 
on a better basis than before. 


Part of the trouble has been the re- 
sult of the vigorous drive for volume 
of business which has been a feature 
of many companies’ programs this 
year. Special agents are being ad- 
vised that their efficiency in the future 
will be judged more for their collec- 
tion record than for production. 

A similar situation to the above is 


being found in judging altered busi- 
ness conditions which may vitally af- 
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fect the value of a risk as compared 
with what it was actually worth a 
year or so ago when the policy was 
originally written. Even those stock 
companies which have been notably 
easy going in accepting risks in years 
past have finally seen the danger sig- 
nal and are calling on their field men 
and local agents to make careful in- 
spections of property on which pol- 
icies are to be written or renewed. 


If the depression keeps on it may 
teach some of the stock companies to 
rise to the level of good management 
which has been so long characteristic 
of the mutuals. 


‘Sixty Day Clause’” STRICT con- 
Upheld in Missouri struction of the 
sixty day clause 
is the burden of the decision by the 
United States Circuit Court of Ap- 
peals sitting in St. Louis in a recent 
opinion in the case of Pospisil vs. the 
Niagara Fire. The court reversed the 
judgment against the insurer rendered 
in a lower court, and also held that 
nothing in the South Dakota ‘“non- 
technical” statute could be construed 
in conflict with the decision of the 
court favoring the insurance company. 
The specific question arising in this 
case was whether the insurance com- 
pany would be liable for a loss when 
the insured did not make the required 
proofs nor furnish the information 
called for until seven months after 
the fire. 


The opinion is very definite in its 
reasoning and follows the general 
weight of Federal authority on the 
subject. The leading cases in support 
of the prevailing doctrine are digested 
and the reasons for the opinions are 
briefly but carefully analysed. 

This case is so clearly argued that 
it will be very helpful in assisting to 
clear up litigation which might arise 
in the future concerning the same 
point. 


Stock Agent Makes WE are not ac- 
a Good Speech quainted —_ with 

John S. Stafford, 
western manager of the Sun of Lon- 
don but he recently made a rather 
good speech before the Illinois As- 
sociation of Insurance Agents at 
Peoria. 


He was especially felicitous in de- 
fining what he considered a good 
agent, closing the list of injunctions 
with the advice “Let the agent to his 
own self be true,” but he did not go 
on completely to paraphrase the .d- 
vice of Shakespeare’s Polonius by 
adding “and it must follow as the 
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night the day thou canst not then be 
false to any man.” 


Indicating that Mr. Stafford real- 
izes that not all is well in the agency 
ranks, he says also, “the agents deal 
with the insurance public, and so I 
believe most thoroughly the agents’ 
voice should be heard in the council ; 
but you should come to the council 
with clean hands.” 


A little farther on in his speech 
there are these statements: 


“IExperience shows that not every 
agent is an asset toa company. Many 
companies find that they can get more 
satisfactory results from __ better 
agents; the tendency will be to re- 
duce overgrown plants and to have 
field men devote their time to the 
cultivation of agents who are culti- 
vated. Field supervision is expensive 
and cannot be wasted on agents who 
produce only poor business. 

“And I hope that my kind of agents— 
the good agents—will be those who believe 
and practice all that is good for the busi- 
ness and that one by one they will come to 
see the light and will not only be members 
of the local board, and will work together 
one with another, but that they will join 
up with the National Association of In- 
surance Agents, which body is indeed a 
great and needed body.” 

Alas, here it is that this symphony 
of good advice blares out with a sour 
note in the last sentence. For who 
indeed with a proper respect for busi- 
ness ethics at heart could associate 
the National Association of Insurance 
Agents with ‘‘clean hands” or say that 
they represent what is “cultivated.” 
Perhaps a clue may be garnered from 
the following additional sentence as 
to the reason for the final bit of 
advicet 

“The men of the great National organ- 
ization are day in and day out, vear in and 
year out doing much for the betterment 
of our business—yours and mine.” 

There is a greaf deal of significance 
in the phrase “doing much for the 
betterment of our business — yours 
and mine.” It will be noted that there 
is nothing said here about the interest 
of the policyholder or the public in 
general, only “yours and mine” which 
in this instance means, of course, the 
stock insurance agents. 

If the National Association of In- 
surance Agents ever had any claim to 
the good will of the people it has 
certainly forfeited all of it in pro- 
moting the recent boycott schemes 
which have emanated from its high 
councils. One would have thought 


that the apparent failure of the stock 

agents’ scheme to promote the sale 

of Hupmobiles at the expense of the 
(Continued on Next Page) 
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About Insurance World 


(Continued from Preceding Page) 


mutuals would have taught them a 
lesson, but blind to consequences they 
have gone on shouting “reciprocity” 
and urging their members to take 
many sorts of unfair advantage of 
business men in order to force them 
to take stock company policies. 


They have not even learned to 
mingle their boycotting with solicita- 
tions tounded on a presentation of 
merit for their own brand of insur- 
ance. It is obvious, of course, that 
they think their boycott idea is the 
easiest way to draw attention from 
the superiority of mutual insurance, 
but just out of good conscience and 
good faith and commonsense one 
would think that they would call off 
their ridiculous attempt to insist that 
the business men of the country buy 
only the kind of insurance on which 
the members of the agents’ associa- 
tion make a commission. 


No one can object, of course, to an 
agent receiving a commission if he 
does something to deserve it. But 
when a stock insurance agent labors 
long and earnestly to try to convince 
a prospect that mutual insurance is 
bad, and indeed, is an enemy of the 
peace and good order of the com- 
munity, what is there Ieft for the wise 
and honest citizen to do but to suspect 
that the stock representative is stack- 
ing the cards in his own favor? And 
this is exactly what he is trying to 
do, since the insurance buyer, if given 
an opportunity to study the situation, 
will quickly find out that every good 
feature of stock insurance can be 
matched by mutual insurance with the 
added advantage to the latter that it 
has consistently been of higher 
quality, and less expensive. 


We have previously said in these 
columns that if the stock agents take 
enough rope they will eventually 
tangle themselves inextricably in it. 
The boycott campaign has resulted 
in giving the mutuals the best pros- 
pect list they have had in years, and 
good business is being closed up daily 
with those who were formerly stock 
insured but now resent being dis- 
criminated against in such deals as 
the Hup incident. Mutual solicitors 
are reminded again that every com- 
petitor of a concern that changes to 
stock insurance because of a promise 
of stock agents support will lend an 
open ear to the mutual story—and 
this, too, not only for factory cover- 
age but for sound protection on the 
home, the branch office, the motor 
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cars, the compensation needs, and all 
the various lines which can interest a 
man of affairs in any community. 


John C. Kidd of 
Indiana Defines 
Agents Duties 


JOHN C. KIDD, 
Commissioner of 
Insurance, State 
of Indiana, has 
been making some enlightening ob- 
servations in the United States Daily 
concerning the relation of agent to 
the insurance business. After point- 
ing out that the agency system in this 
country is and has been more or less 
antiquated with emphasis on the 
more, he goes on to remark: 


“The agency system seems not broken 
away from the pioneer stage to the extent 
that other lines of social and economic ac- 
tivity have advanced. While insurance com- 
panies have gone forward in a commend- 
able manner, anticipating and providing 
for the ever-increasing needs of the in- 
suring public—with a foresight and energy 
that is little less than miraculous when 
considered in detail—we will have the 
occasional pioneer agent trying to sell in- 
surance over the meat block while he 
cheerfully saws away on an old ham bone 
for his customer’s breakfast. 


“The insurance companies have been 
gradually pulling away from their old 
teammate, the insurance agent—not be- 
cause the insurance companies have a desire 
to part company, but for the very pungent 
reason that the agent, as a class, has 
failed to keep up with the procession. 
This is to be regretted, not only because 
the unqualified agent gives the insuring 
public a wrong impression of insurance 
agents as a whole, but also gives the public 
an inferior opinion of the agent’s team- 
mate, the insurance companies.” 


Farther along in his article he takes 
occasion to define the qualifications of 
a good agent, as follows: 


“The agent should be able to advise the 
insured as to the proper amount of insur- 
ance to carry, how he can get his rate re- 
duced and the particular form needed for 
his individual property ; he should have the 
ability to select and represent only such 
companies as have financial ability and 
moral stamina to stand up and pay with- 
out quibbling when losses occur. On the 
other hand, he should inspect every risk 
written. He should have the ability to 
determine and have corrected certain phy- 
sical defects, which may appear, before 
committing his company. He should be 
able to appraise the moral hazard of every 
risk and act with the conclusions of a 
clear conscience.” 


F. & M.Merger THE merger 
Abandoned negotiations be- 

tween the Asso- 
ciated Fire and Marine Insurance 
Company of San Francisco and the 
Chicago Fire and Marine, recently 
reported as about to be consummated 
has run up against such legal diffi- 
culties that the plan has been aban- 
doned. Both the California and 


Illinois laws governing consolidations 





put barriers in the way of amalga- 
mations which made the plan im- 
practicable. 


An official of the Chicago Fire and 
Marine has recently given out the 
information that negotiations are 
pending with other interests and de- 
tails of the new plan are expected to 
be released shortly. It will be re- 
membered that the Chicago firm 
entered into a merger agreement with 
the Presidential F. & M. Insurance 
Company late in June, 1931, and the 
transaction was approved by the 


Illinois Insurance Department on 
July 29. 
Oklahoma Com- BECAUSE of 


pensation Troubles difficulties of 
recent origin a 
number of companies have discon- 
tinued writing workmen’s compensa- 
tion business in Oklahoma pending 
the outcome of the hearing on in- 
creased rates before the State Insur- 
ance Board. The Oklahoma Associ- 
ated Industries protested the re- 
quested increase of 57.9 percent, 
citing a five year experience from 
1924-1929 as authority for the state- 
ment that a 16 percent increase would 
be sufficient; whereupon the Com- 
mercial Casualty, Maryland Casualty, 
Southern Surety, and Fidelity and 
Casualty withdrew from the field. 


Mutual Group A new addition to 


Insurance the growing num- 
ber of mutual 
companies which have taken out 


group insurance for their employees 
is the Northwestern Mutual Fire As- 
sociation of Seattle and its affiliated 
companies. 


Under the plan adopted both life and 
disability insurance are available to regular 
employees and the cost shared by the com- 
pany. The life insurance will be carried by 
the Equitable Life Assurance Society and 
the disability by the Metropolitan Life 
Insurance Company. 


The group life plan extends insurance 
equal to 150% of annual salary in round 
figures to the nearest $100 to all employees 
receiving an annual salary of over $1,200. 
Employees receiving $1,200 or less receive 
insurance equal to 100% of annual salary. 


The maximum life policy offered is 
$10,000. 
Disability insurance includes accident 


and health, with a twenty-four hour cover- 
age. It pays two-thirds of the weekly 
salary to the nearest dollar for twenty-six 
weeks, following a waiting period of fifteen 
days. There is a maximum weekly in- 
demnity of $40.00. 

The plan was enthusiastically received 
by the employees and almost a 100% en- 
rollment has been made. 

(Continued on Page 28) 
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Out of Warm Skies of Spring and Summer Comes Sudden Catastrophe 


Farm Insurance Facilities 


How the Demand for Protection in Rural Communities is Taken Care of 
and the Need for More Kinds of Coverage 


MONG the attractions of farm 

life is a certain freedom or 

independence. The farmer is 
under much less obligation to cater 
to the whims and prejudices of 
others than is the manufacturer, the 
merchant, the doctor, the lawyer or 
the seller of goods and services, in- 
cluding insurance. True, the farmer 
needs to adjust his production to 
the market demand, but the de- 
mand for the raw materials that he 
produces, is far less subject to sud- 
den changes in style or~ fashion, 
than is the demand for the finished 
consumer’s goods. High-strung 
nerves and temperaments of cus- 
tomers or patrons seldom disturb 
the farmer. Socially he is rather 
exceptionally independent. 


But when we turn from social in- 
stitutions and contacts, to natural 
forces and agencies, we find the 
farmer’s status of rather excep- 
tional independence changed to one 
of relative dependence. His build- 
ings and personal property are sub- 
ject to the same hazards of fire, 
lightning, windstorm and hail that 
threaten urban property. His live- 
stock may suffer in addition from 
disease or accident. His crops may 
be damaged or destroyed not only 
by hail and windstorm, but by 
frost, excessive heat, lack of heat, 
drought, and excessive moisture. 
If the farmer’s crops escape all 
these climatic dangers, they may 
yet be lost through disease, or in- 
sect or animal pests. If these 
dangers too are escaped the ripend 
crop in the shock, stack, or bin may 
be lost by fire as the result of a 
lightning stroke or of some act of 
human carelessness. Even the 
standing grain may be burned when 


Excerpts from an Address Before the 1931 National 
Association of Mutual Insurance Companies 


By DR. V. N. VALGREN 


Senior Agricultural Economist, U. S. Department 
of Agriculture 


left in the field till ripe and dry 
enough to be gathered by a com- 
bine. Considering all the hazards 
that beset the farmer’s crops, it is 
not surprising that our pious Pil- 
grim fathers, who were essentially 
farmers, should set aside a day for 
special thanks following the suc- 
cessful gathering of a harvest. Even 
in storage this harvest might of 
course be destroyed. But such a 
calamity occurring to the store of 
some individual would not likely 
impoverish the group, as a more 
widespread crop failure might have 
done. Many hazards of accident or 
disease have since been added to 
those that endangered the crops in 
Colonial days. 


The hazards to farm property and 
enterprises that I have already 
enumerated indicate the farmer’s 
dependence upon natural forces and 
agencies, and consequently his need 
for property insurance of various 
kinds, to wit, fire insurance, wind- 
storm insurance, livestock insur- 
ance, hail insurance, and broader 
forms of crop insurance. The last 
three of these represents almost 
exclusively insurance needs of 
farmers, and are of little if any 
direct interest to other economic 
groups. 

Ooo 
UT the farmer’s insurance 
needs do not end with property 
insurance. He needs life insurance, 
and accident and health insurance 
about as much as do other economic 
groups. The investment features of 





life insurance are no doubt of less 
importance to the farmer than to 
the salaried man and the general 
wage earner, since the farmer has 
more inducement to save and invest 
on his own plant and equipment. 
jut the basic protective features of 
the life insurance policy are needed 
about as much on the farm as in 
the city. 

Accident and sickness insurance 
are needed even more if possible by 
the farmer than by the average city 
man. Farming is a_ relatively 
hazardous occupation. No one can 
handle the various classes of farm 
animals and farm machinery with- 
out incurring numerous possi- 
bilities of accident. When laid up 
the farmer gets no sick-leave with 
pay as do at least some urban 
workers. Unless the work of the 
disabled farmer can be imposed 
upon the wife and children, extra 
expenditure for hired help becomes 
necessary, in addition to the out- 
lays for medical care. The daily 
farm chores must be done and crops 
and seasons do not wait for his 
recovery. 

The farmer who employs hired 
help needs employers’ liability in- 
surance, much the same as do other 
employers. This is true regardless 
of whether or not he is exempted 
from the workmen’s compensation 
laws of his State. 

OOS 
OST farmers operate an 
automobile or a truck, and 
many use both. Such farmers in 
common with other users of these 
forms of conveyance, need auto- 
mobile insurance covering fire, 
windstorm, theft, collision, property 
damage, and public liability. The 
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need for the last of these forms is 
peculiarly urgent, although it is 
often omitted from the partial auto- 
mobile coverage carried by farmers. 
If I were to attempt to rank the 
farmers’ insurance needs in the 
order of their importance, I should 
be inclined to place automobile 
public-liability next to fire and 
windstorm insurance for his build- 
ings. As in the case of most of the 
hazards subject to insurance on the 
farm and elsewhere, proper care 
will lesson the probability of a per- 
sonal automobile accident, but will not 
eliminate the possibility of such 
disaster. 
saa 
Existing Farm Insurance 
Protection 

HE insurance protection at 

present carried by farmers falls 
far short of meeting their insurance 
needs. In other words, farmers as 
a class are very inadequately in- 
sured. Many farmers in fact, partic- 
ularly in the South, have no insur- 
ance at all, but carry their own 
individual risk burdens just as was 
done by their forefathers before in- 
surance was developed. 

From such information as_ is 
available it seems probable that, 
considering the United States as a 
whole, about four-fifths of the 
farmers have their buildings and 
other property insured against fire, 
and that upwards of two-thirds 
have also windstorm insurance on 
their property. In the East, the 
Middle West and the Far West, the 
carrying of these forms of insurance 
on the farm, and particularly fire in- 
surance, is the general rule. In the 
Cotton States, however, only about 
one-fourth of the farmers have fire 
insurance, and even a smaller per- 
centage have windstorm insurance. 
Even when attention is limited to 
white owner-farmers, such informa- 
tion as we have indicates that three 
out of every five of the farmers in 
this important part of the country 
are without either fire or wind- 
storm insurance. 

The hail insurance on growing 
crops in recent years, has been suff- 
cient to cover to a reasonable per- 
centage of its value about 8 or 10 
per cent of the crop acreage. More 
comprehensive forms of crop in- 
surance have with minor exceptions 
not been available. 

The livestock insurance in the 
United States, using this term in its 
technical sense of covering mainly 
loss from disease or accident, is at 
present almost a negligible quan- 
tity. In fact the insurance of this 
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type now outstanding is sufficient 
to cover less than 1 per cent of the 
value of existing farm animals. 

The accident and sickness insur- 
ance carried by farmers is decidedly 
small in all sections of the country. 
Information regarding such insur- 
ance is even more meager than that 
bearing on property or life insur- 
ance, but it is perhaps safe to say 
that less than 5 per cent of the 
farmers carry this form of protec- 
tion. 


“Farm Fires Are Almost Always 


In the matter of automobile pro- 
tection the farm insurance situa- 
tion has improved markedly in re- 
cent years. Although the majority 
of farmers still lack adequate and 
complete insurance of this kind, a 
number of States may now be 
found where perhaps fully half of 
the farmers have essentially all the 
automobile protection that they 
need. I shall touch upon this ques- 
tion further in connection with in- 
surance facilities. 

With reference to employers’ lia- 
bility insurance for farmers avail- 
able information is so meager that 
not even an estimate of the amount 
of such insurance seems possible. It 
is safe to say, however, that the per- 
centage of all farmers who have 
such insurance is decidedly small. 


Qo 


Farm Insurance Facilities 

AVING thus outlined briefly 

the insurance needs of farmers 
and the extent to which these needs 
are at present met by outstanding 
farm insurance, I propose to out- 





line with similar brevity the exist- 
ing farm insurance facilities. In 
this end of my subject most of you 
will feel quite well at home. In fact 
many of you will no doubt find 
yourself in position to amplify and 
possibly correct some of my tenta- 
tive statements with reference to 
such facilities. 

In the field of farm fire insurance 
for the country as a whole, the 
farmers’ mutuals are an increasing- 
ly important factor. In most of the 





Total Losses’’ 


States they easily constitute a dom- 
inating factor. At the close of 
1929, the latest year for which 
reasonably complete figures are 
now available, 1,876 farmers’ mu- 
tual fire insurance companies had 
a total of risks on their books of 
$11,118,500,000. This outstanding 
insurance was sufficient to cover 
to three-fourths of its value fully 
60 per cent of all farm property in- 
surable against fire. A minor part 
of this insurance, however, applies 
to dwellings and other property in 
villages and towns. The part of 
insurable farm property now actu- 
ally insured in farmers’ mutual fire 
insurance companies is probably 
about 55 per cent. 

The total expenditures of these 
mutuals during 1929 were $31,109,- 
000, of which $23,877,000 was paid 
for losses and $7,231,000 for ex- 
penses of operation. These figures 
it should be stated, are not com- 
plete. In some States a number of 
farm mutuals are known to exist 
for which no figures were obtained. 














Furthermore, the figures do not 
cover all mutual insurance on farm 
property, but only the insurance of 
such mutuals as may reasonably be 
classed as farm mutuals. 

As already suggested the farm- 
ers’ mutual insurance is not dis- 
tributed among the several States 
in proportion to their respective 
farm property value. It is concen- 
trated in the twelve North Central 
States even to a materially greater 
extent than are the values of farm 
improvements. Thesetwelve States, 
with Ohio and Michigan on the 
east, and the Dakotas, Nebraska 
and Kansas on the west, together 
have about 52 per cent of the farm 
property insurable against fire, but 
they have 71 per cent of the farm- 
ers’ mutual fire insurance. In some 
States, however, and more espe- 
cially those of the East, there is a 
large volume of farm insurance car- 
ried by general mutuals whose busi- 
ness, of course, is not included in 
the figures for farmers’ mutuals. 
Many of these general mutuals are 
advance premium companies, but 
others operate on the assessment 
plan much as do the majority of 
the farm mutuals. 

Many capital stock companies do 
not insure farm property except 
possibly in some individual case to 
accommodate some local agent. 
Others, as you know, maintain dis- 
tinct farm departments and are 
aggressive competitors for farm in- 
surance, windstorm as well as fire. 

The entire insurance activities in 
the field of livestock insurance is 
for the present practically limited 
to a single capital stock company 
of modest size and fifteen or sixteen 
relatively local mutual companies, 
half of which are in southeastern 
Pennsylvania. A considerable num- 
ber of capital stock companies 
entered the livestock insurance 
field during the high price years of 
the World War period, and more 
than a score of farmers’ mutuals 
were also active at that time. With 
the sudden drop in livestock values 
that set in about two years after 
the war the demand for insurance 
on farm animals suddenly fell off. 
Most of the capital stock com- 
panies rapidly dropped out of sight 
through consolidation or liquida- 
tion, until only one remains. The 
mutual companies have also de- 
creased in numbers and the busi- 
ness of the existing ones has de- 
clined. 

In accident and health insurance, 
as in the case of life insurance, lit- 
tle effort has been made to develop 
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special or separate insurance facili- 
ties for the farmer. It may also be 
said that existing life and casualty 
companies that write this form of 
protection, have made relatively lit- 
tle effort to develop accident and 
health insurance among farmers. 
Insurance of this kind on prevail- 
ing plans has on the whole been 
beyond the convenient reach of the 
farmer. Certainly at present few 
farmers can afford it, unless it be- 
comes available at the lower rates 
made possible by group organiza- 
tions and policies. 


Automobile insurance for farm- 
ers has made rapid progress during 
the last decade largely as the result 
of the organization of specialized 
farmers’ mutual automobile insur- 
ance companies. In some of the 
States of the Middle West it now 
seems probable that fully one-half 
of the farmers carry relatively com- 
plete automobile insurance. The 
largest of the farmers’ mutuals in 
this field now operates in about hali 
of the States in the Union and in- 
sures about 300,000 farmers. Two 
other such mutuals, one operating 
in nine States and the other in 
eight, have each about 75,000 poli- 
cies outstanding. Several such mu- 
tuals operating within single 
States, or a few selected counties, 
have also built up very substantial 
memberships. A considerable 
volume of additional farmers’ auto- 
mobile insurance is carried in gen- 
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eral automobile 
stock companies. 

Such employers’ liability insur- 
ance as is carried by farmers is 
mostly obtained from companies 
doing primarily an urban business. 
In general, little serious effort has 
been made by insurance companies 
to develop this type of protection 
among farmers and such efforts as 
have been made have met with 
modest success. 


mutuals and in 


Summary and Conclusions 

Y way of a general summary, 
permit me to repeat that not- 
withstanding an unusual degree of 
independence from a social point of 
view, the farmer is decidedly de- 
pendent when natural forces and 
agencies are considered. His need 
for property insurance, is therefore, 
rather exceptionally varied and 
urgent, while his need for life and 
casualty insurance is no less on the 
whole than is the corresponding 
need of those in industry and com- 
merce. The farmer is in general 

very inadequately insured. 
Personally I should like to see 
the efforts of insurance companies 
directed more seriously toward 
covering even remote contingencies 
and hazards in so far as potential 
serious losses are concerned. Tri- 
fling losses can be borne by the in- 
dividual upon whom they fall, with- 
out material inconvenience, and at 
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Church Boards Are Often Prone to Have a Mistaken Idea That Their Buildings 
Are Fireproof 
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Central Manufacturers Have Fine New Building 


HE Central Manufacturers Mu- 

tual Insurance Company of Van 
Wert, Ohio, dedicated its new office 
building on Armistice Day with ap- 
propriate ceremonies, and a reception 
to which the general public was in- 
vited. All during the week meetings 
were held of department managers 
and special agents, and many of the 
company’s representatives from near- 
by points in Ohio and adjoining 
states also attended. For next June 
a nation-wide convention of the Cen- 
tral Manufacturers is being planned 
to meet at Van Wert. 

The new building may best be pic- 
tured in the words of the president of 
the company C. A. L. Purmort whose 
rhetoric is famous throughout the 
mutual world. 


Excerpts from his description of 
the building follow: 

“This efficient new office building 
* * * is a fine expression of Amer- 
ican tradition. In its quiet home- 
like and idealistic exteriors and in- 
teriors it recalls the days of the Revo- 
lution and the Colonies. 


“It is these fine old American 
ideas which were made the basis of 
the design of the whole composition 
and all of the details, even down to 
the furniture. Simple as the struc- 
ture is, one realizes upon analysis 
what interesting proportions, what 
solid materials, and painstaking craft- 
manship there are therein—even to 
the brick jointing, the color of the 
mortar, the color, size and propor- 
tions of each piece of slate in the 
roof, and especially the way in which 
the plaster work is modelled, quite 
unlike the stereotyped and commer- 
cial plaster work of the usual im- 
portant building of this kind, and 
even to the furniture. 





“This is a friendly company and 
its operations extend from coast to 
coast. This building has the broad- 
minded character and faith of the 


organizers and founders of the Com- 
pany who may have visualized it 
across the intervening years. The 
dignity of the entrance gateposts is 
sufficient to show the proper respect 
to him who enters these precincts. 
The layout of the grounds and the 
charm of the building itself will be 
a source of welcome to the visitor. 


“The building is set on a tract of 
land of twenty-three acres abound- 
ing in old forest trees. In due time 
proper landscaping will add further 
beauty to the grounds. In size the 
building is 52x200 feet, is Georgian 
Colonial in architectural type, three 
stories high.” 

DsO> 


Convention of West 
Virginia Mutuals 


The West Virginia Association of 
Mutual Insurance Companies has 
been having their 17th annual conven- 
tion at Clarksburg. This group always 
has lively sessions and particularly 
this time their round table discussion 
and question box brought out a great 
deal of interesting information. 


Under the leadership of Blaine 
Engle, president, and J. A. Gist, 
secretary-treasurer, the West Vir- 
ginia Association keeps in close 
touch with mutual affairs both in its 
own state and nationally, and the 
effectiveness of their organization is 
seen in the success of the mutual 
companies in the West Virginia dis- 
trict. 

The Association uses the question 
and answer method in their discus- 
sions and have introduced a new idea 
in sending out the questions to be 
discussed sometime in advance of the 
meetings in order to allow delegates 
an opportunity to study up on the 
matters to be considered. Secretaries 
of other state associations would very 
likely be interested in securing a copy 
of the questions that were pro- 





pounded, and probably could arrange 
to have the West Virginia Associa- 
tion announcement mailed to them by 
writing J. A. Gist of the Municipal 
Mutual Insurance Company, Wells- 
boro, West Virginia. 

In this connection it may be added 
that the Journal of American Insur- 
surance would like to have on file a 
copy of the questions which each 
of the associations used during the 
question-box session at their meet- 
ings, and would appreciate having 
these sent to the editor at 230 North 
Michigan Avenue, Chicago, Illinois. 


SOS 


Farm Insurance 
(Continued from Preceding Page) 


far less cost than they can be as- 
sumed and distributed by an insur- 
ance company. Serious losses on 
the other hand even when they 
occur from rare contingencies crip- 
ple the individual upon whom they 
fall and therefore call for insurance 
protection. Such losses occasioned 
by rare or remote contingencies, 
add in general but little to the in- 
surance cost, while their inclusion 
in the contract nevertheless in- 
creases the needed economic safety 
of the insured. These considera- 
tions are of primary importance in 
farm insurance by reason of the 
numerous insurance needs of the 
farmer and his generally limited 
means for meeting these and other 
requirements of proper safety and 


comfort. 
oOo 


Louis O. Johnson of 
Salem Dies 


Louis ©. Johnson, long connected 
with the Holyoke Mutual Fire In- 
surance Company of Salem, Mass. 
passed away on Nov. 18th. Coming 
with the company in 1893, he rose 
successfully to be its Assistant Sec- 
retary 1896 to 1900, Secretary since 
1900, and Vice-President since 1919, 
with a record of unfaltering service 
and loyalty. 


Mr. Johnson was well known par- 
ticularly in New England mutual cir- 
cles and will be greatly missed by 
his wide circle of friends. 








The Journal of American Insur- 
ance will be found a great aid in keep- 
ing up to date on insurance topics 
and particularly on insurance news 
as related to the mutuals. The sub- 
scription price is $2.50 per year. Ad- 
dress The Journal of American In- 
surance, 180 No. Michigan Ave., 


Chicago, Illinois. 
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Credit Insurance 


Whys and Wherefores of a Type of Underwriting Which Must Become 
More and More Used as Commerce Develops 


NSURANCE is a method of 
I diminishing loss to an individual 

by spreading this loss through- 
out the community. It is ob- 
vious that insurance will be chiefly 
useful in situations where loss is 
possible, but not inevitable, and in 
circumstances where the cost of the 
insurance is very much less than the 
benefit which will be derived in the 
event of loss. If general losses are 
inevitable and especially if these losses 
are apt to occur simultaneously the 
insurance scheme is not apt to be 
practicable because unless the rates 
are prohibitive the insurance fund 
will prove inadequate. These consid- 
erations make any proposal for the 
general insurance of all credits chi- 
merical. Credit insurance, which is 
the subject of this discussion, is util- 
ized only in respect to a fairly narrow 
class of credits. Moreover, credit in- 
surance, as indeed is true of all insur- 
ance, has no particular importance 
for the larger industries whose prac- 
tice of establishing reserves is a type 
of self-insurance. 

The characteristic of modern com- 
mercial life is the delivery of com- 
modities in the present for payment 
in the future.’ 
on credit requires the segregation of 
potential debtors according to their 
desirability as credit risks. In the last 
analysis the controlling factor in this 
segregation is the judgment of the 
creditor as to the ability and intention 
of the proposed debtor to meet his 
future obligations. At best, such 
judgment must fall short of scientific 
precision. Credit losses are therefore 
inevitable.?, The importance of credit 
losses to our commercial system is 
strikingly demonstrated by a compar- 
ative study for the ten year period 
ending 1921. This study was made 
under the auspices of the Federal Re- 
serve Board and shows the credit loss 
of wholesale merchants on goods sold 
and the fire loss for the same period 
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PART I. 








A system of business 


to all merchants, railroads, owners of 
timber lands, and householders com- 
bined. The credit loss surpassed the 
fire loss by a considerable amount.* 


II. AMERICAN DoMEsTIC CREDIT 
INSURANCE 
The first American attempt to miti- 
gate the effects of credit losses by an 
insurance scheme seems to have been 


surance was available to creditors.® 
New York, New Jersey and Louis- 
iana in 1885 and 1886 passed the first 
statutes permitting the incorporation 
of companies to write credit insur- 
ance.® An unsuccessful attempt to 
write credit insurance was made in 
New York in 1887. The United 
States Credit System of New Jersey 
was incorporated in New Jersey in 
1889. This was the first company to 
operate for any length of time, but it 
could not successfully meet the emer- 
gencies of the depression following 
the panic of 1893 and went into a re- 
ceiver’s hands in 1898. The only 
company today which confines its 
business to credit insurance origi- 
nated in 1891 when the American In- 
demnity Company was organized in 
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Insurance Often Determines Whether Misfortune Will Impair Credit 


made in 1837 by William L. Has- 
kins.* Mr. Haskins’s enthusiasm was 
not infectious_and it was not until the 
end of the nineteenth century that in- 


Louisiana. Following its organiza- 
tion, the United States Credit System 
of New Jersey sought an injunction 
to enjoin its operation on the theory 








1 For an exposition of the nature of credit, see 
MouLTon, FINANCIAL ORGANIZATION OF Society (2d 
ed. 1925) c. VII, and references cited. 

2 Studies of the causes of business failures indicate 
that over a period of years approximately 80 per cent 
of the failures are due to personal causes, such as 
inexperience, incompetence, lack of capital, unwise 
credit, extravagance, and fraudulent disposition of 
property. The remainder of recorded failures have 
been due to external causes, such as competition, 
failures of others, and disasters of various sorts. See 
ACKERMAN, INSURANCE (1928) 368-369; Credit In- 
surance—What it is, published by the Ocean Acci- 
dent and Guarantee Corporation, Ltd.; Report oF 
THE Donovan Bankruptcy CommitTEEz, 1930. 


3See Federal Reserve Bulletin, June 1922, at page 
7, for a tabulation of the results of the study. 

*See Haskins, CONSIDERATIONS ON THE PROJECT 
AND INSTITUTION OF A GUARANTEE CompaNy (1837). 
A charter was proposed for a $10,000,000 corporation 
to guarantee notes and contracts and collect debts. 
Mr. Haskins set forth his proposal with no little 
eloquence: “. . . shall confidence, that noble feeling 
of one man towards his fellow-man, be estranged for- 
ever, and he again become, like the idolaters of old, 
a devoted worshipper at the shrine of Apis; or, shall 
it be cherished, as a means of prosperity and wealth, 
revived and regenerated, as a fruitful source of in- 
dividual and national happiness.” 
5In certain instances, especially in connection with 


the shipments through factors, the creditor was safe- 
guarded against the insolvency of his debtor under a 
del credere agency wherein the creditor can look to 
the agent to meet the debtor’s obligation. 


® For a discussion of the historical development. of 
credit insurance, see “Credit Insurance”, Federal Re- 
serve Bulletin, June 1922; ACKERMAN AND NEUNER, 
Crepit INsuRANCE (1924); Ackerman, op. cit. supra 


note 2. 


7 United States Credit System Co. v. American In- 
demnity Co., 51 Fed. 751 (N. D. Ill. 1892). The 
American Indemnity Co. was succeeded in 1893 by 
the American Credit Indemnity Co., incorporated in 
New York. 
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that the Credit System patent rights 
were being infringed. The injunction 
was denied on the ground that the 
alleged patent was void.”. The panic 
of 1907 caused the Indemnity Com- 
pany such heavy losses that the New 
York Insurance Bureau found its 
capital was impaired and required the 
reorganization of the company in 
1909. Capital was reduced from $1,- 
000,000 to $350,000. The company 
thereafter prospered and in 1923 its 
old capitalization of $1,000,000 was 
restored. The Ocean Accident and 
Guarantee Corporation, Ltd. entered 
the credit insurance field in 1895 and 
the London Guarantee and Accident 
Company, Ltd., followed in 1905. 
Ultimately the National Surety Com- 
pany also added credit insurance to 
its other and varied activities.* To- 
day statutes permitting the organiza- 
tion of credit insurance companies, 
and the writing of such insurance by 
foreign insurance corporations, are 
common.” 

A policy of credit insurance is a 
contract under which an insurance 
company promises, in consideration 
of a stipulated premium and subject 
to specified conditions as to amount 
of credit and persons to whom the 
credit is to be extended, to indemnify 
the insured against the net excess 
over normal loss which may result 
from the insolvency of persons to 
whom the insured may sell commodi- 
ties in the regular course of business 
and within the terms of the insurance 
contract. The policy insures only 
against losses due to insolvency as de- 
fined in the policy and arising from 
bona fide sales. The policy period is 
usually one year, the premium is cal- 
culated on the basis of gross and spe- 
cific account coverage, sales volume, 
and the presence of special privileges 
or peculiar hazards.'® The domestic 
insurance contract in the United 
States and generally is only available 
to manufacturers and _ wholesalers. 
The normal loss, 7. ¢., the loss which 
regularly occurs as an incident of do- 
ing business, is never ‘insured. If the 
companies insured against a certainty, 
it would merely mean that they added 
the amount of the normal loss to the 
premium which would otherwise be 
charged." Co-insurance is required 
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on all risks; it usually amounts to 
10% of the net loss less the normal 
loss on the acceptable accounts. The 
intention is that the insurance com- 
pany protects only the replacement 
value of the product, exclusive of 
profit. The percentage of profit varies 
so greatly with different applicants 
for insurance that no fixed percentage 
can eliminate the recovery of profit 
in every case. To the extent that the 
recovery of profit is eliminated, the 
moral hazard is reduced, which is the 
objective of co-insurance. Every 
policy specifically fixes the maximum 
liability for loss from any single 
account.'* While the regular credit 
insurance policy covers only accounts 
having preferred credit ratings, it is 
possible to obtain a combination 
policy which will cover both preferred 
and inferior credit ratings. The pre- 
mium on the latter policy will be 
higher, and the maximum single debt- 
or limits will be lower. The limited 
policy generally stipulates also a total 
provable loss, whereas under the un- 
limited form all losses may be proved 
provided they come within the single 
account limit.’ 


Policies vary as to provisions for 
collection of past-due accounts. The 
collection policy is in two forms, one 
providing for optional collection and 
the other for compulsory collection. 
The optional form permits the insured 
to file with the company for collection 
all accounts which are past due for 
sixty days or less and such accounts 
are then considered as insolvent for 
the purposes of the policy. Where a 
past-due account is not filed for col- 
lection, but the debtor becomes insol- 
vent within the period of the policy, 
this account also may be filed for col- 
lection. This form of, policy limits 
the insurer to liability for filed past- 
due accounts and accounts becoming 
insolvent during the term of the 
policy. The compulsory collection 
policy form provides that no loss is 
recoverable unless the account is 
placed with the insurance company 
for collection before the account is 
past due a specified number of days, 
whether the debtor is insolvent or not. 
The latter form of policy protects the 
insured against all covered losses, no 





matter when occurring. In other 
forms of policies the insolvency must 
occur within the policy period, unless 
there is a renewal, in which case a 
rider may be affixed to the renewal 
covering losses arising during the re- 
newal period on sales made in the 
previous one.** 


The following hypothetical case 
will illustrate an adjustment made 
under a typical credit insurance pol- 
icy..° A manufacturer whose gross 
sales amount to $1,000,000 a year 
ships $50,000 worth of goods to a 
merchant with a discount of 2% if 
the bill is paid within thirty days. The 
buyer has a high credit rating and the 
policy specifies a maximum single 
account coverage of $50,000 for such 
a rating. Three weeks later a receiver 
is appointed for the merchant, which 
constitutes insolvency as defined in 
the policy. The co-insurance is figured 
on the net loss. The net loss is ascer- 
tained as follows :*° 


Gross loss covered and proven..... $50,000 
Less: 


(1) All discounts to which 
the debtor would have 
been entitled had the 
debt been paid at the 
date of insolvency....$1,000 


(2) All amounts collected 
thereon and all amounts 
which may have been 
obtained from any other 
source 


5,000 


(3) The amount of goods 
returned or replevined, 
when such goods are 
in the undisputed pos- 
session of the indem- 


OE SEA a bee ee 2,000 


(4) All amounts mutually 
agreed upon as there- 
after obtainable ...... 1,000 9,000 


Net Loss 


10% co-insurance.......... $4,100 
Normal loss 5,000 9,100 


Amount payable under policy. .$31,900!7 


Every policy of credit insurance 
consists of an application, an insuring 
agreement, and certain conditions and 
stipulations. Numerous legal prob- 
lems involving credit insurance have 
been passed upon by the courts, al- 
though in recent years such cases 








*Two other companies, the Southern Surety Co. 
and the United States Indemnity Co., introduced cer- 
tain innovations into the form of a credit insurance 
policy, but their business life was short. 

* Typical statutes are: Me. Rev. Stat. (1916) c. 
55, 355, subdiv. 9; Mass. Laws, 1896, c. 175, § 47, 
subdiv. 10; Minn. Gen. Stat. (1894) §§ 3331-3337; 
New York Cons. Laws (1909) c. 28, art. 1, $9, 
art. 5, §$170, 177, 178, as amended by Laws of 
New York, 1929, c. 290. 

™ Besides credit insurance policy, this contract is 
also called a bond of indemnity and a guarantee of 
insolvent accounts. 

1 The normal loss was first calculated on the basis 
of the experience in the particular business. In 1919 
the first manual of credit insurance rates was com- 


pleted. This manual was revised in 1923. It is 
based on twenty-five years’ experience, including two 
wars, three periods of business depression, and two 
periods of prosperity. Although each policy must be 
adapted to the particular case, the policies have a 
number of general characteristics. The various lines 
of business have been classified ‘into five groups ac- 
cording to their risk desirability. The normal loss 
and premium varies accordingly. See Federal Reserve 
Bulletin, June 1922; AcKERMAN AND NEUNER, Op. 
cit. supra note 6. 


12 The single debtor limit is stated as a certain 


percentage of the capital ratings of R. G. Dun & Co., 
Bradstreet, or one of the specialized trade agencies. 
It is sometimes possible to obtain higher limits by 
the payment of an additional premium. 


13 The unlimited type of policy seems to have been 
first used in 1916. 

4 The insurance companies maintain staffs for the 
collection of such accounts, crediting the assured with 
the proceeds less collection expenses. See Report of 
the New Vork Insurance Department, March 6, 1922, 
on the value of this collection service. An extract 
from this report is found in Federal Reserve Bulletin, 
June 1922, at page 45. 

15 This illustration is taken from the Federal Re- 
serve Bulletin, supra note 14. 


16 The deductions are made from the gross covered 
loss and not the gross loss. The earlier policies were 
ambiguous on this point. _ Rice v. National Credit 
Insurance Co., 164 Mass. 285, 41 N. E. 276 (1895). 

















have been infrequent.’* The first 
question raised in respect to credit in- 
surance involved the nature of the 
contract. In one case the insurance 
company, as a defendant, asked the 
court to resolve a contractual am- 
biguity in its favor on the ground 
that it was a surety. The particular 
agreement was in the form of a con- 
tract to purchase from the insured 
an amount not exceeding $15,000 of 
uncollectible debts for merchandise 
sold in the regular course of busi- 
ness.'” The court held the contract 
was one of insurance.*° The court 
said: 

“Corporations entering into con- 
tracts like the one at bar may call 
themselves ‘guarantee’ or ‘surety’ 
companies, but their business is in 
all essential particulars that of in- 
surers, who upon careful calcula- 
tion of the risks of such business 

undertake to insure persons 


against loss, in return for pre- 

miums ... Their contracts are, in 

fact, policies of insurance, and 
221 


should be treated as such.’ 


In Illinois the question of the na- 
ture of the contract arose on a peti- 
tion for a writ of mandamus to com- 
pel the secretary of state to issue a 
certificate of authorization to a cor- 
poration undertaking to indemnify 
against credit losses. The secretary 
of state refused to issue the certificate 
on the ground that the charter author- 
izing an insurance business was not 
permitted to a corporation organized 
under the law by which the petitioner 
was qualifying. The Illinois Court 
upheld the secretary of state in his 
contention that the proposed business 


was insurance.” Whether a specific 
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authorization in the statute is neces- 
sary depends upon the type of insur- 
ance statute in force in the particular 
state.** It is not surprising that there 
should have been some controversy 
as to whether the contract of credit 
insurance should be considered insur- 
ance or suretyship. While there are 
certain similarities between suretyship 


The Experience Bustness Man 


and credit insurance, except in the 
“improved credit risk policy,” the risk 
in credit insurance is not taken on the 
basis of who the primary debtor is 
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(which is the ordinary basis of guar- 
anty contracts), but on the basis of 
the general reliability of debtors of a 
certain credit rating. Moreover, in 


guaranty cases, it is the debtor who 
usually obtains and compensates the 
guarantor, whereas in credit insur- 
ance it is the creditor who procures 
and pays for the policy.** 





Will Foresee ai Contingencies 


Insolvency, within the meaning of 
the modern policies of credit insur- 
ance, includes practically every legal 

(Continued on Page 25) 
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Cf. Pringle Bros. v. Philadelphia Casualty Co., 218 
N. Y. 1, 112 N. E. 465 (1916). 

17 The ‘illustration cited makes certain assumptions 
which are obvious from the account itself. Where 
the policy is a collection policy, the policy provides 
the collection fee may be included in the loss, but 
where the policy was a non-collection policy, Sloman 
v. Mercantile Credit Insurance Company, 112 Mich. 
258, 70 N. W. 886 (1897) held the collection an un- 
provable loss. Under the old form of policy the in- 
surer would deduct from the payable loss the value of 
any security the insured had. Under the modern 
policy the company pays the loss, and takes the 
security, returning any excess it may realize on the 
security. A problem under the old policies was that 
of prorating security held on a debt which was not 
entirely covered. Thus where the maximum single 
account debt limit was $10,000 the actual debt 
$20,000 and the security was held at $10,000 the 
question arose should the security value be deducted 
from the gross debt of $20,000 or be prorated between 
the covered $10,000 and the uncovered $10,000. In 
two cases on the question the New York Appellate 
Division reached. contrary results: Talcott v. National 
Credit Insurance Co., 28 App. Div. 75, 51 N. Y. 
Supp. 84 (1898), af’d in 163 N. Y. 577, 57 N. E. 
1125 (1900) (held: security was to be deducted from 
the gross debt); Goodman v. Mercantile Credit Guar- 
antee Co., 17 App. Div. 474, 45 N. Y. Supp. 508 
(1897) (the security value was prorated). The dif- 
ference in decisions is explicable by the varying 
language in the two policies. The modern policy is 
unequivocal in calling for proration. 

18 The paucity of recent cases is likely due in part 
to the long period of prosperity. Not only were 
losses to manufacturers and wholesalers comparatively 
unusual during this period, but in such a period there 
is a tendency to compromise disputed points or forego 
legal advantages. 





1% The early policies even took the form of agree- 
ments to purchase bad debts. The exclusive form 
today is that of a promise to indemnify against loss 
through insolvency of the debtor. 

2° Tebbets v. Mercantile Credit Guarantee Co., of 
New York, 73 Fed. 95 (C. C. A. 2d, 1896). 

™ [bid. at 97. Accord: Shakman v. United States 
Credit System of New Jersey, 92 Wis. 366, 66 N. W. 
528 (1896). 

22 People v. Rose, 174 Ill. 310, 51 N. E. 346 
(1898). If the insurance statutes do not authorize 
credit insurance, the credit insurance contract is void. 
See also Claflin v. United States Credit System Co., 
165 Mass. 501, 43 N. E. 293 (1896). 

*3See Journal of American Insurance, 
1928, at page 25. 

*#See Vance, INsuRANCE (2d ed. 1930) 929 et 
seq.; RicHarps, INSURANCE (3d ed. 1909) 656. 

% The following is the definition of insolvency as 
set out in a recently~issued credit insurance policy. 

The insolvency of a debtor for the purposes of this 
policy shall be deemed to have occurred: 

(1) If and when a petition in bankruptcy or in- 
solvency is filed by or against a debtor under the 
laws of the United States, or any State or Terri- 
tory thereof, or of the Dominion of Canada; 

(2) If and when a debtor makes an offer of a 
general compromise to his creditors for less than 
his indebtedness; 

(3) If and when a receiver is appointed for a 
debtor; 

(4) If and when a sole debtor dies or becomes 
insane; 

(5) If and when there is a recording of or tak- 
ing possession under a chattel mortgage given by a 
debtor on his stock in trade; 


January 


(6) If and when an attachment or execution is 
levied on a debtor’s stock in trade; 

(7) If and when a writ of execution against a 
debtor is returned unsatisfied ; 

(8) If and when a debtor transfers or sells his 
stock in trade in bulk, 

(9) If and when a debtor absconds; 

(10) If and when a debtor makes an assignment, 
or a deed of trust, for the benefit of his creditors; 

(11) If and when the stock in trade of a debtor 
is sold under a writ of attachment or execution; 

(12) If and when a confession of judgment is 
made by a debtor; 

(13) If and when a debtor’s business is assigned 
to or vaken over by a Committee appointed by a 
majority in number and amount of his creditors; 

(14) If and when the Indemnified files with the 
Company for collection a claim against a debtor 
whose account is due and payable at the date of 
filing, but not over seventy (70) days past due 
under the original terms of sale; 

(15) If the Indemnified files with the Company 
for collection a claim against a debtor whose ac- 
count is more than seventy (70) days past due 
under the original terms of sale, and when the 
Company reports to the Indemnified in writing that 
the debtor has no property subject to execution 
and that the account is uncollectible, such debtor 
will for the purposes of this policy be deemed in- 
solvent at the date of such report; 


Provivep the insolvency, defined under any of 
the definitions hereinabove enumerated, occurs dur- 
ing the term of this policy, and provided further 
that the Indemnified has not taken any action with 
respect to a debtor’s account, either prior to, or 
subsequent to, the date when filed with the Com- 
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Limited Liability Policy 
Worries Stock Companies 


T has long been an idea of the Journal of American 
Insurance that so important a matter as insurance 
should not be the subject of debate between the ad- 
vocates of the various forms of coverage. Bankers and 
credit associations have their clearing houses for infor- 
mation and why should not business men in general 
have an organization to which they can go for plain un- 
distorted facts about insurance matters? Then if an 
insurance agent in the course of a solicitation should 
start to devote his time to a tirade against mutual insur- 
ance, this would be the signal for the prospect to ter- 
minate the interview promptly and appeal to the unbiased 
insurance clearing house for accurate information. 
Such a clearing house should be an office set up along 
actuarial lines, giving as only scientific research can 
give, the real picture of the strength of any insurance 
company about which the member business man might 
wish to inquire. 


This method would eliminate much of the present day 
propaganda which goes gunning for mutual companies 
simply because they are mutual. For when one con- 
siders the matter carefully, is it not ridiculous that when 
a busy executive inquires about insurance he is not given 
facts, but is led away around Robin Hood’s barn and 
told that this particular thing happened in the State of 
Oregon and another happened in the State of Kentucky, 
and that someone else got in trouble with a mutual 
policy in Arkansas, or that mutual policies are not well 
thought of in certain districts in California! This is a 
mere smoke screen, since what the business man wants 
to know is how economically and well his property may 
be covered in the particular district where it is located. 
This information the stock company agent will not give 
if there is a mutual involved in soliciting the business. 
The stock company never wants to compare itself di- 
rectly with any specific mutual company, but rather 
prefers to pour vitriol on the entire mutual proposition. 

Certain stock interests are never satisfied with what- 
ever the mutuals might do. They sound shrill warnings 


against the danger that assessments will bankrupt a com- 
pany which may take mutual insurance, but if a mutual 
company issues non-assessable policies the howl is quite 
as loud and long because, as the stock arguers say, the 
mutuals are weakening their own structure by this proc- 


ess. Can you imagine a stock partisan who is guilty of 
passing out the anti-mutual pamphlets which have prov- 
en so full of falsehoods, being concerned over the pos- 
sible weakness of the financial structure of mutual in- 
surance? Again, the stock company agent will bring up 
the argument, specious though it is, that mutuals are not 
managed by men who know what good business prin- 
ciples are and, therefore, they are dangerous because 
they do not rest on a sound commercial basis. But in 
talking to another type of prospect, they will declare 
that the mutuals are too high class for the ordinary busi- 
ness man and that were it not for the stock companies 
which take every kind of risk, it would be hard for any- 
one except the owner of a fireproof building surrounded 
by water to buy insurance. 

The above observations are inspired by the reading 
of an article in the Underwriters Report for November 
5th, 1931, which devotes nearly two pages to the sub- 
ject of the non-assessable policy. The Report does not 
like the idea of the mutuals having any such a thing. 
It even goes so far as to imply that mutual insurance 
in its simon pure assessable form is somewhat desirable 
but that the non-assessable policy is fraught with evils 
which are certain to lead to disaster. 

Qf course the writer of the article does not unquali- 
fiedly recommend mutual companies of the assessment 
type. By that bland sophistry, which has become a 
characteristic of the stock company agent’s solicitation, 
he smoothly draws a comparison between the stock com- 
panies’ “capital” and what he calls “the same reserve 
strength in a mutual which is afforded by the assess- 
ment liability,” adding with sad emphasis the phrase 
“assuming that the mutual’s members are all responsi- 
ble financially and will answer the assessment call.” 

. OOD 

OW if the stock propagandist responsible for the 
N above is of an intelligence which would entitle 
him to be a real insurance agent, he must know that 
the comparison he makes is utterly out of line with the 
facts. We have continually pointed out that any mutual 
insurance company with which the average business man 
would have to deal has a surplus entirely independent 
of assessment liability. In fact, if any one should care 
to follow up this matter we can show ‘beyond any doubt 
whatever that the leading mutual companies in this coun- 
try, for example, have assets as large and in some cases 
considerably greater in their ratio to amounts at risk 
than do the stocks, while at the same time maintaining 
a proper risk distribution. It can be seen, too that the 
danger of an assessment beyond a negligible amount, 
or indeed, any assessment at all with the mutuals, 1 
much less than the ever-present danger that the stock 
companies will tack on an extra amount to their rate 
whenever a large loss is sustained by stock company 
carriers in general. Any well informed insurance man 
knows that the purely assessment companies are farm 
or small local companies which, by the way, have an 
estimable record for efficiency, economy and safety over 

a period of scores upon scores of years. So the logic 
ye the matter is this—that the assessment liability of 
the general writing mutuals is an added safeguard be- 
yond the surplus which the company possesses, and by 
the same token it is an added safeguard which no stock 
company can possibly have. 

As to the non-assessable policy itself,* the mutuals 
have always contended that the assessment plan is only 
one of the features of the many which make mutual 

(Continued on Page 18) 

















*See Page 18 ter a ‘qoumpastensh ive resume of the financial aspects and legal 
warrant of non-assessable policies. 
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Life-Lights Against A Business Background 
The Optimists’ Club Resumes 


TELEPHONE call informed 
A me that the Optimists’ club 

was resuming its monthly 
meetings on the second floor of the 
Elite Cafe, which, as everybody 
knows, is in the middle of the block 
on the east side of Market street, be- 
tween Main and State streets. I was 
urged to be present for six o’clock 
supper on Thursday night. 


The Optimists’ club had suspended 
its regular sessions in the late spring, 
and there had been some question as 
to whether it would renew them. 
Optimism had not been the prevail- 
ing mood in our town for some time ; 
wherein we differed little, perhaps, 
from other communities. The club 
dues were modest, the monthly sup- 
pers inexpensive. Despite that fact 
there had developed a reluctance to 
pay the dues or to meet around the 
common board. 

At the May meeting one of the 
members had arisen to remark that 
“An optimist is a man who believes 
this to be the best of all possible 
worlds, while a pessimist is a man 
who fears the optimist may be right,” 
and had added that he felt a growing 
inclination to sympathize with the 
pessimist. This cynical comment led 
to our adjournment sine die. 


OS 


HE announcement that the club 

would resume its meetings on the 
first Thursday night in November 
aroused my curiosity, and at the ap- 
pointed hour I climbed the stairway 
of the Elite Cafe. I noticed, how- 
ever, to my amazement, that Ste- 
phanos Democrites, the Hellenic pro- 
prietor of the restaurant, was having 
his store-front repainted white with 
red trim. For several years need of 
this improvement had been painfully 
obvious, but Steph had always com- 
plained he was too poor to make it. 
I was meditating on this strange phe- 
nomenon as I mounted the well-worn 
steps. So profound were my reflec- 
tions that in the half-gloom of the 
upper hallway I collided with Adoni- 
ram Whitehead, local florist and 
nurseryman, who was fumbling with 
the handle of the dining room door 
and carrying aloft in his other hand 
a large and radiant bunch of mag- 
nificent chrysanthemums. 


“Coming from a wedding?” I ex- 
claimed after apology. 

“No,” said he, “I’m going to a re- 
birthday party.” And there was a 


By S. J. DUNCAN-CLARK 


grin on his face which, coupled with 
his bouquet and his remark, might 
have induced suspicion as to his so- 
briety if Adoniram’s reputation on 
that score had not been unassailable. 


I followed him into the room. A 
score of men were already on hand, 
and I detected at once an atmosphere 
of cheerfulness which had in recent 
months become unfamiliar. I nodded 
greetings to everybody, and followed 
florist Whitehead to the long table on 
which he was busily engaged arrang- 
ing his flowers in two big vases of 
golden-tinted glass. 


QOa> 

we HOSE birthday is it?’ I 

asked, wondering which of 
our members could merit the distinc- 
tion of such lavish recognition. He 
adjusted a large card in the center of 
the table, and pointed to it. Against 
a violet background flamed out the 
orange lettering of a legend which 
read, “In Celebration of the Rebirth 
of Good Times.” 


“Where in the name of sense did 
you get that fool idea?” I queried. 


“Hush,” said he, “If Knute Nelson 
hears you he will fine you $5 for the 
promotion fund.” 


“What in heck is the promotion 
fund?” I asked, looking around to 
spot Knute, treasurer of the club. He 
was at the other side of the room. 


“Well,” he answered, “last week 
we held a meeting of the executive 
committee and decided some things. 
We decided that since the town has 
over-subscribed its relief fund, and 
we have assurance nobody will go 
hungry or cold this winter, it was 
time to turn the corner and find pros- 
perity. So we determined to call the 
club together and have a re-birthday 
party for good times. Then we 
adopted a rule that any member of 
this club who was heard to say any- 
thing out of tune with the idea should 
be fined $5, and the income from this 
source would be devoted to promot- 
ing the idea. I’d report you to Knute, 
only I guess everybody is entitled to 
warning.” 


I was sort of taken aback by this 
astonishing change of tune, and to 
cover my surprise | blurted a com- 
ment about the enterprise of Ste- 
phanos in painting his cafe front. 
Adoniram, whose fingers were still 


lovingly arranging the mums, gave a 
chuckle. “I can explain that,” he 
said. “Steph happened to overhear 
us while the executive committee was 
in session downstairs, eating some of 
his small steaks. One of our plans, 
to be announced, is to give a hand- 
some silver trophy to the citizen who 
can make the best showing of enter- 
prise and employment of labor be- 
tween now and the first of the year. 
Steph’s set to get that cup, but I think 
he’s cheating a little by starting be- 
fore the rest of the town knows about 
i pe 
: SOD 

ELL, it was some party. 

Everybody sounded a hopeful 
note in a short speech. Bill Bird sang 
“All the World is Waiting for the 
Sunrise” in his best tenor, and then 
Jim Vannevar told a story. He said 
he had once been visiting in an Ala- 
bama town. As he sauntered along 
the street he saw an old negro vigor- 
ously slapping the side of a stolid 
mule, hitched to a decrepit wagon. 


“What are you 
uncle?” he asked. 


trying to do, 


“Well, boss,” answered the negro, 
“Ah kinda thought mebbe if I got 
this side of the durned old mule 
gwine, tother side might move too.” 


And that’s the theory on which the 
Optimists’ club renewed its monthly 
sessions and launched its program for 
the re-birth of Good Times. It is not 
a bad theory either. 


Perfect Hostess 
“Tell me, my dear, how do you manage 
to get the maid up so early in the morn- 
ing?” 
“It was rather clever of me. I intro- 
duced her to the milkman.”—Leeds Mer- 
cury. 


Off On the Wrong Foot 
Male Straphanger: “Madam, you are 
standing on my foot.” 
Female Ditto: “I beg your pardon. I 
thought it belonged to the man sitting 
down.” 


A little girl was looking at a picture of 
the early Christians attacked by lions in 
the arena. Her mother saw she was cry- 
ing and was pleased with the little girl’s 
sympathy. “It is sad, isn’t it?” she said. 
“Yes,” sobbed the child, “look at this poor, 
thin little lion that hasn’t any Christian.” 





Said the bank teller to the girl who was 
making a deposit: “You didn’t foot it up.” 

“No,” she replied innocently, “I took 
a taxi.”"—Ink Spot. 
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Editorial 


(Continued from Page 16) 
insurance superior. Their careful se- 
lection of risks, their conservative 
investment policies, their clean-cut 
management and, beyond all this, the 
interest which the policyholders them- 
selves have in keeping their property 
in such condition that the risk is 
made as safe as possible, all operate 
to bring the mutual loss and expense 
ratio down, and thereby the dividend 
ratio up. 

Many mutual companies, having 
observed that the mutuals in general 
have not had assessments since their 
time of incorporation, have decided 
to do away with the assessment idea 
entirely and have done so in a large 
number of instances, unhindered, be- 
cause they had a fundamental right 
to issue non-assessable policies. Their 
records are unimpeachable and the 
strength of their reserves guarantees 
that they are fully equal in financial 
structure to any stock company and 
far and away above the average 
stock outfit. 


SSS 
UT the Underwriter’s Report 
does not want the insurance 


prospect to know this. Neither does 
the propagandist want the prospect 
to know that in all probalility evevy- 
one of the barriers which have been 
put up against the issuance of the 
non-assessable policy in the few states 
which still have prohititing statutes, 
or in which the matter is in contro- 
versy—in nearly every instance the 
trouble has been fomented by stock 
company interests, not because they 
have any real fear that mutual policy- 
holders will not be paid sho Id losses 
occur, but because by so doing they 
believe they will hamper the progress 
of mutual insurance. In the main, the 
stock agents are so greedy for busi- 
ness that their only concern is to write 
a large volume of premiums because 
of the commission which accrues. 
This pleases the companies also be- 
cause it gives an immense amount of 
funds with which to speculate in 
various ventures. 

On the other hand, no mutual agent 
in those companies which do operate 
by agents, would last long if he 
brought in bad risks merely for the 
purpose of swelling his commission 
account. Neither the company itself 
nor the policyholders in it would 
stand for such unbusinesslike meth- 
ods. The mutual agent is either a 
salaried man or a commissioned agent 
who is well trained in the mutual 
school of selection and service. 

To return to the clearing house 
idea—if this is not practical, because 
of the impossibility of securing an 
unbiased board then at least some 
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method should be devised to acquaint 
the business man with the necessity 
for taking the mask off of stock com- 
pany argument and looking to see 
what is really beneath. Who, in these 
days, wants to listen to whispered 
gossip that someone else’s business is 
not of the kind that it ought to be? 
The irresponsible old women who 
wag their tongues so volubly and try 
to put the evil eye on mutual insur- 
ance, deserve no more recognition 
from sensible people than their coun- 
terparts in the old days when design- 
ing schemers tried to hang the brand 
of witchcraft on their neighbors 
against whom they had a spite. Mu- 
tual insurance, either assessable or 
non-assessable, can be proven supe- 
rior if one will only take the facts and 
consult them under competent guid- 
ance. o>< 


i deities “a } Liability 
and the Non-Assessable 
Policy 


'’s E non-assessable policy ; just 
what is it and how is it writ- 
ten ?* First, one should recog- 
nize that the kind of a policy which a 
company writes does not at all deter- 
mine whether it is a mutual or a stock 
company, for in the absence of con- 
trary statutory provisions, the 
methods to be pursued by any com- 
pany in the collection of its premiums 
is a matter solely for the discretion 
of the company. Therefore, a mutual 
company meeting the statutory re- 
quirements with regard to financial 
stability, and in other regards may 
issue policies upon which the entire 
premium is paid in cash without any 
assessment liability whatever. It may 
also issue policies upon which a part 
of the premium is paid in cash, and a 
note taken for the balance, or policies 
upon which a premium or deposit 
note, or any other valid obligation 
which is the equivalent of cash, is 
taken in lieu of any advance pre- 
mium. Ordinarily, all general writ- 
ing and class mutuals which are not 
local in character write a form of 
non-assessable policy, the most com- 
mon of which carriers are the com- 
panies which collect the so-called 
“manual rates’ with no assessment 
liability whatsoever, and those which 
collect a stipulated premium usually 
based upon the manual rate plus an 
assessment liability of, usually, one 
additional premium. Those issuing 
the latter form are often, although 
erroneously, designated as “assess- 
ment companies,’ when, as a matter 
of fact, the accepted definition of the 
term “assessment company” is ap- 
plied only to the company which does 
*See editorial on page 16. 





not charge a stipulated premium in 
advance but relies upon assessments 
to take care of its losses and expenses. 
Such companies have operated locally 
in this country for generations with 
conspicuous success and carry by far 
the larger percentage of the farm 
risks in the nation. The companies 
writing limited liability policies, i. e., 
those issuing solely a cash policy and 
those issuing a policy with a cash 
premium plus a definitely limited 
assessment proyision, are companies 
strictly supervised by the insurance 
departments of the various states. 
They are companies of proven suc- 
cess in their field of operation, main- 
taining unearned premium and loss 
reserves on the same basis as do other 
forms of carriers regulated by statute, 
and in addition maintain substantial 
surpluses which they have gradually 
accumulated by reason of sound, care: 
ful, conservative and successful man- 
agement. 

It is to be remembered that unless 
prohibited by statute, a mutual com- 
pany may issue a policy with a limited 
assessment liability, or one without 
the assessment feature attached to it, 
and there are now but a few states 
which retain on their statute books, 
either in whole or in part, such pro- 
hibitory provisions. Ordinarily, how- 
ever, as a result of the efforts of the 
mutual companies themselves, the 
statutes of the various states provide 
that companies writing non-assessable 
policies shall have and maintain a 
surplus of a stipulated amount and, 
ordinarily such surplus requirements 
are placed at an amount equal to the 
capital requirements of a stock com- 
pany transacting the same kinds of 
business. For example, if under the 
laws of the state a stock company is 
required to have a capital stock of 
$200,000 in order to write fire insur- 
ance, a mutual company doing a like 
business and writing a non-assessable 
policy is required to have and main- 
tain a surplus of a like amount. On 
the other hand, if the statute requires 
a stock company to have $150,000 of 
capital stock plus a surplus of $100,- 
000 in order to do business, then it is 
usually provided that a mutual com- 
pany writing the same kinds of insur- 
ance shall maintain a surplus of the 
combined amount, namely $250,000 
for the purpose of writing non-assess- 
able policies. 

However, just as there are stock 
companies which have a capital struc- 
ture greater than the minimum re- 
quirements of the statutes under 


which they are organized and operate, 
so there are mutual companies which 
have surpluses fat beyond the mini- 
mum - requirements of the statutes 
under which they are permitted to-do 











business. These are the companies 
which are writing the non-assessable 
and limited liability contracts. 


Now, to argue that a mutual com- 
pany which has created a substantial 
surplus as great or in excess of the 
capital requirements of similar stock 
companies cannot issue a non-assess- 
able policy is to harbor the ridiculous 
assumption that a dollar surplus is 
not as effective for loss paying pur- 
poses as a dollar which is called 
“capital stock.” If such assumption 
be correct, then the stock life com- 
panies which have converted them- 
selves into mutual companies have 
committed a great fraud upon the 
policy-holding public, since they are 
now dependent only upon their sur- 
pluses in addition, of course, to their 
reserves, to take care of the billions 
of liability in connection with insur- 
ing over 90% of the life business in 
this country. 

Then, too, under this theory the 
champion mutual baiter of modern 
times, Uncle Edson S. Lott was 
derelict in his duty to his policyholders 
when recently he transferred 50% of 
his capital stock to his surplus account ; 
and likewise, the same may be said of 
the Great American Indemnity Com- 
pany, a strong stock institution under 
the management of the able Jesse S. 
Phillips and the Fidelity and Casualty 
Company of New York and others 
which under the stress of depressed 
times have found it necessary to come 
nearer to the mutual plan of operation 
in order to successfully continue their 
insurance businesses. This action on 
their part is real evidence that the 
stock companies know full well that 
their capital stock argument is a 
specious form of reasoning. 

Mutual companies with the neces- 
sary financial structure can legally, 
and at the same time successfully, 
issue non-assessable policies and still 
have an advantage over their capi- 
tal stock brethren; for in addition to 
maintaining their unearned premium 
and loss reserves, and their contingent 
reserves and surplus, they have been 
paying consistently since their forma- 
tion a substantial dividend each year 
—good times and bad—to their pol- 
icyholders. These dividends returned 
to policyholders each year by the com- 
pany members of the Associations 
affiliated with the American Mutual 
Alliance while at the same time charg- 
ing a rate which is no higher than the 
stock company rate, offers an addi- 
tional margin of safety which can be 
used if necessary to pay for losses 
during heavy loss periods. 

Now let us by the use of concrete 
examples* prove how utterly ab- 


“All figures used are taken from the annual state- 
ment of the company filed as of Dec. 31, 1930. 
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surd are the stock arguments that a 
company transacting an insurance 
business cannot be financially sound 
no matter how large its reserves and 
surplus if it has no “capital stock,” 
for do not the stock adherents con- 
tend that this great third party in- 
vestment is the foundation stone on 
which rests the security of the policy- 
holders of the company ? 


Company No. 1, an actual stock 
casualty company now writing work- 
men’s compensation, automobile and 
other lines of casualty insurance has 
a capital stock of $2,500,000 and a 
surplus of $1,222,058.78, or a total 
capital stock and surplus of $3,419,- 
060.13. 

Company No. 2, an actual mutual 
casualty company, now writing about 
the same kinds of insurance, has no 
capital stock but has a surplus of 
$3,895 358.46, which is an amount 
$476,298.33 greater than the com- 
bined capital stock and surplus of the 
stock carrier. 


The two companies have practically 
the same premium income, company 
No. 1 having $18,708,187, and com- 
pany No. 2, $18,255,903. The assets 
of the two are also substantially the 
same—No. 1 having $22,826,654 and 
No. 2, $22,693,281. 


During the period 1923 to 1930 in- 
clusive, the stock company showed an 
underwriting loss on all business of 
$2,511,604; the mutual company an 
underwriting profit of $18,071,276. 
In spite of this showing it is argued 
by the stock partisans that it is unsafe 
for the mutuals to issue a non-assessa- 
ble policy because it has no capital 
stock. This assertion is all the more 
laughable when it is appreciated that 
in the case of the stock company used 
in the above illustration, only $250,- 
000 of the $2,500,000 capital stock 
and only $52,998.75 of the $1,222,- 
058.78 surplus was actually paid in 
by the stockholders. 


Therefore, although substantially 
the entire financial structure of the 
stock company was built on the pre- 
miums paid by the policyholders, the 
stock partisans have the face to argue 
that the stock company is stronger 
and better able to write a non-assess- 
able policy than the mutual because a 
large share of the contributions of 
the policyholders have been turned 
over to the stockholders in the form 
of capital stock which stands as the 
great bulwark of strength for the 
protection of the policyholders in case 
what they pay in is not enough and 
the company becomes impaired and is 
forced to liquidate. 


The mutual company in this illus- 
tration has turned back to its policy- 
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holders more than $28,000,000 in the 
form of dividends. The above stock 
company during the course of its 
history has paid $5,347,750 to its 
stockholders but no dividends to its 
policyholders. 


The superiority of mutual insur- 
ance can be shown using other com- 
panies as illustrations but the above 
amply demonstrates the utter fallacy 
of the stock company reasoning on 
the question of limitation of assess- 


ment liability in connection with 
mutual insurance. 
QOD 
HE Underwriters Report is 


against the non-assessable policy, 
so it says, because the issuance of 
such a policy “weakens the mutuals’ 
reserve strength.” The above illus- 
tration demonstrates how ridiculous 
that statement is and especially so to 
anyone who has followed the editorial 
preachments of the publication in re- 
cent years. The Report revels in a 
parade of phantom mutual weak- 
nesses, for having been unable to find 
any, it has been manufacturing them 
editorially for many a day in spite of 
court decisions to the contrary. The 
Underwriters Report is opposed to 
the non-assessable policy or anything 
mutual because the mutuals continue 
to succeed. As a matter of fact, its 
editors have pompously decreed that 
there is no such thing as a non-assess- 
able policy or a policy with limited 
assessment liability in spite of the 
fact that the courts of last resort in 
various states in which the issue has 
come to trial have upheld this right 
upon the part of mutual insurance. 
As an example of this blind leading of 
itself into error the Report clings tena- 
ciously to an opinion of the Oregon 
Circuit Court to support its case, in 
the face of an unanimous Oregon 
Supreme Court decision overruling 
the lower court. 


It prefers to Say that the Oregon 
courts “differ,” giving considerable 
attention to the Circuit Court’s de- 
cision, but passing off the Supreme 
Court’s decision by the mere state- 
ment that the Circuit Court decision 
was reversed by the State Supreme 
Court; and then, as has been its 
custom, it sets up its own opinions 
as superior to those of the State 
Supreme Court in the following 
language : 

“It has been commented, editorially, in 
this paper, it has been demonstrated in 
court procedure many times, that there is 
not and cannot be such a thing as a non- 
assessable mutual or non-assessable mutual 
contract. The very nature of the case, 
supported by numerous rulings and de- 
cisions, makes such a thing impossible. 
At the risk of threshing old straw the rea- 








20 


son is repeated and emphasized—that a 
non-assessable contract is neither mutual 
nor reciprocal. It would be against reason, 
common sense, justice, business procedure, 
and every principle of stability for such a 
thing to be. The gross injustice and 
travesty on logic and equality precludes 
a man from receiving the so-called benefits 
of mutuality and escaping at the same time 
all its responsibilities and possible penalties. 
No such contract can possibly be so one- 
sided and unjust.” 

The King has spoken, so it is per- 
haps lesé majesté to quote from a 
few of the opinions of the Supreme 
Courts of the various states—yea, 
of the United States Supreme Court, 
for in the case of Union Insurance 
Company v. Hoge, 21 Howard 
(U.S.) 35, that Court in an unani- 
mous opinion held that a mutual in- 
surance company could issue a policy 
for cash, without contingent liability, 





even in the absence of a statute 
authorizing cash policies. The fol- 
lowing is a quotation from the 


opinion : 

“It has been argued, that inasmuch as 
the defendants have been organized upon 
the principle of a mutual insurance com- 
pany, its business must be conducted, as 
respects the premiums to be received, ac- 
cording to the plan of mutual companies 
previously chartered in the State of New 
York. If the previous companies were 
required by their charters to receive pre- 
mium notes and not cash, then this re- 
quirement distinguishes them from the one 
before us. Jf their charters contain no 
such provision, then they are left like the 
present one, to regulate the mode of pay- 
ment at discretion. ... 

“The General Act prescribed the outlines 
of the system, and all the conditions and 
guards that were deemed essential to the 
security of persons applying for insurance, 
leaving the details and interior regulations 
to be arranged and determined by the 
company in their charter ... in the absence 
of any prescribed mode of payment of 
premiums, the power to prescribe it by the 
Company is necessarily implied...” 


a 
a> 


KTOW let us go back to the 
a Oregon Supreme Court whose 
decision is passed over so swiftly and 
adroitly by the ignorant Underwriters 
Report. In the case of Johnson v. 
School Dist. No. 1, 128 Ore. 9; 270 
Pac. 764, the precise question pre- 
sented was whether a mutual fire 
insurance company could, under the 
constitution and statute of the state, 
issue a non-assessable policy to a 
school district and the Court upheld 
the validity of the insurance in the 
following language : 

“As we construe the above section, a 
mutual insurance company is authorized to 
issue non-assessable policies only so long 
as it has assets of not less than $200,000 
and net surplus of not less than $100,000. 
In other words, the authority to issue such 
policies continues until the company is 
unable to maintain the financial standard 
fixed by the statute. We are unable to 
agree with Counsel for respondent, al- 
though we appreciate that the statute is 
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susceptible of two constructions, that 
liability to assessment would result in the 
event that the net surplus was less than 
$100,000. If the latter construction be cor- 
rect, then a cash premium policy is a mere 
misnomer. The policy of plaintiff’s con- 
tention is shown in that, if his theory be 
correct, a policyholder would be subjected 
to an assessment although the company 
might have a cash surplus of $99,000. 
There can be no surplus if the liabilities 
exceed the assets. 


“We conclude that the statute authorizes 
the issuance of non-assessable policies 
and since liability to assessment CEASES 
on payment of the ‘cash premium, there 
is no violation of the letter or spirit of 
Article 11, Section 9, of the Constitution.” 
and, the Supreme Court of that state 
again in Beaver State Insurance As- 
sociation v. Smith, 97 Ore. 579, the 
Court held: 


“The liability to pay an assessment is a 
matter of contract ... Only members who 
have assumed a contract obligation to pay 
assessments are liable therefor. A member 
in order to become liable for assessments 
must contract to pay the same or assent 
to some plan or provision for levying 
assessments required by the by-laws or 
constitution of the mutual association or 
by the statute authorizing the organization 
of the company. 3 Joyce on Ins. 2nd Ed. 
par. 1251, 1253. Members insured ex- 
clusively on the cash premium plan, and 
who have paid their premium in cash 
as defendant has done, are not liable to 
an assessment for the purpose of paying 
losses and expenses.” 


The highest court in New York, 
in the case of Mygatt v. New York 
Protection Insurance Company, 21 
N. Y. 52 the Court said: 


“These provisions confer upon the com- 
panies organized under the Act a broad 
and unrestricted power to prescribe for 
themselves the manner in which they will 
conduct the business of insurance. Unless 
the defendants can find something in that 
act which prohibits companies organized 
as mutual companies from receiving pre- 
miums in cash, they cannot maintain that 
defense.” 


In further discussing the argu- 
ment that mutual companies cannot 
issue non-assessable cash policies, the 
court continues : 


“What reason can there be, after the 
companies are once formed with a pre- 
liminary fund, pronounced adequate by 
the legislature, why a mutual company 
should not, as well as a joint stock com- 
pany, if it so chooses to incur the risk, 
issue cash policies . . . The question of 
receiving cash premiums in full for 
policies, after a company has once obtained 
a sufficient capital to justify it in com- 
mencing business, is a question for the 
consideration, not of the legislature or the 
public, but of the corporation themselves 
... The premiums received if graduated 
upon just and proper principles, will 
strengthen one of the companies to pre- 
cisely the same extent as the other and will 
afford the same additional guaranty to 
parties for the payment of losses.” 


The Pennsylvania Supreme Court 
in Given v. Rettew, 29 Atl. 703; 162 
Pa. 638 decided this question in a 
case where an attempt was made to 





collect an assessment upon a policy 
based upon a specified cash premium 
which had been paid in full when it 
said: 

“If the defendant is liable, his lability 
must rest upon the ground that he became 
subject to assessment merely by joining 
the company and in spite of the silence of 
his policy on the subject. We do not think 
this ground can be successfully maintained. 
It is true that each person insured in a 
mutual company becomes a member by 
fact of insurance (Susquehanna Ins. Co. 
v. Perrine, 7 W. & S. 348); but it is not 
true that every member is liable to assess- 
ment. Those who are insured upon the 
cash plan have already made their full 
contribution to the common fund, and 
cannot be further burdened. Schimpf v. 
Lehigh Valley Ins. Co., 86 Pa. 373; 
Lycoming Ins. Co. v. Commonwealth, 10 
W. N.. CG. 2” 


Particular attention is drawn to the 
following language in the above de- 
cision : 

“Tf the defendant is liable, his liability 
must rest upon the ground that he be- 
came subject to assessment merely by 
joining the company and in spite of the 
silence of his policy on the subject. We 
do not think this ground can be success- 
fully maintained.” 

a 


HERE are many other Supreme 

Court decisions in the same vein. 
All of these the Underwriters Report 
would sweep into the discard because 
they entirely destroy its biased theory 
of mutual insurance. The stock pro- 
pagandist passes them by, calling 
them illogical, as “being against rea- 
son, common sense, justice, business 
procedure and every principle of 
stability for such a thing to be.” 


The Report, in the article above re- 
ferred to, condescendingly admits 
that the states of Washington and 
Colorado permit mutuals to issue 
non-assessable policies, but it says 
that Arizona and Utah bar the pro- 
vision. This statement is consistent 
with the apparent lack of general 
knowledge of mutual insurance pos- 
sessed by the staff of the publication, 
for whose education we quote Sec- 
tion 3426, Subdivision 1, of the Ari- 
zona law, which reads: 


“Provided that when a mutual fire in- 
surance company accumulates from its 
underwriting and earnings cash assets of 
not less than $200,000, of which amount 
not less than $100,000 shall be surplus 
assets which it must maintain in securities 
deposited as required of domestic stock 
insurance companies, while it maintains 
such surplus assets on deposit it may 
issue its policies without liability on the 
part of its policyholders, other than to 
pay the amount of the premium stated in 
the policy, and such premium shall be not 
less than the premium charged by solvent 
stock companies for insuring similar risks 
without liability on the part of its policy- 
holders other than to pay the amount of 
the premium stated in the policy.” 


(Continued on Page 31) 
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New Quarters of Grain Dealers’ National 


VER in Indianapolis the Grain 

Dealers’ National Mutual Fire 
Insurance Company are basking in 
the satisfying glow of occupying 
their handsome new offices at the cor- 
ner of Eighteenth St. and Meridian 
St. North. This location is on the 
principal North and South thorough- 
fare of the city and the vicinity is 
rapidly becoming “insurance row” 
since within three blocks are now 
domiciled the American Mutual In- 
surance Company, Merchants Mu- 
tual, the Farm group and the Grain 
Dealers National. 


The older part of the building was 
one time the home of a prominent 
family. The directors’ room is trim- 
med in South American mahogany, 
the balance of the building being in 
quartered sawed oak. The directors’ 
room and the office of Secretary J. J. 
Fitzgerald occupy most of the first 
floor, other executive offices being on 
the second floor of the old building. 
The third floor houses the hospital 
and a social room, which was once 
the ballroom of the old mansion. 


The new building is three stories 
high with full basement, 45 by 50 
feet, of fireproof construction, the 
brick and stonework matching, in 
color, the old building. Each floor 
has a ventilating system that draws 
fresh air from the outside, passing it 
over heated radiators in the winter 
time and giving the office workers 
pure warmed air. 


The Loss, Automobile and Audit- 
ing Departments are on the first floor ; 
the Engineering, Underwriting and 
Transcribing Departments are on the 


second floor and the Statistical and 
liling Departments, on the third floor. 


The ceilings throughout are 
equipped with sani-coustic tile, to ab- 
sorb sound. Floors are covered with 
brown battleship linoleum and_ the 
lighting is indirect, making desk 
lights unnecessary. The office furni- 
ture in the work offices is of steel 
construction. 


Everything has been done to make 
all departments as convenient as pos- 
sible to aid in promoting efficiency. 
The grounds around the building are 
landscaped and ancient trees give 
plenty of shade in the summertime. 
The front of the building will be illu- 
minated by flood lights. The build- 
ing is surrounded by an iron picket 
fence and across the front door are 
two hand wrought gates that have at- 
tracted considerable attention. There 
is an air of quiet, conservative com- 
fort about the entire building. 


SAY 


Wrecked Auto Proviso 
Void in Western States 


A bulletin signed by Geo. P. Porter, 
Commissioner of Insurance for the 
State of Montana, says: 


“Montana, Colorado, Utah, Wyom- 
ing, Idaho, California, Oregon and 
Washington have adopted the fol- 
lowing ruling: 


“Commissioners Ruling No. 38. You are 
hereby advised that effective on and after 
December 31, 1931, no accident policy will 
be approved by this Department which 
contains a proviso that the benefits under 
such policy are to be contingent upon the 
wrecking or disablement of any automobile 
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or other vehicle or being accidentally 
thrown from such automobile or other 
vehicle. 


“Effective on said date, approval is here- 
by withdrawn on all forms, containing any 
of the above provisions, now outstanding 
in the state of Montana or any renewals 
thereof, 


“A rider shall be attached to all such 
policies at date of renewal eliminating 
therefrom the proviso that the promised 
benefits are contingent upon the wrecking 
or disablement of said car or other vehi- 
cle.” 

LYocy 


Casualty Actuarial 
Society Meeting 
The annual meeting of the Casualty 
Actuarial Society was held on No- 
vember 13, 1931, at the Hotel Bilt- 
more, New York. Subjects discussed 
included : 


1. Unemployment Insurance 


(a) Would it mitigate technological 
unemployment ? 
(b) Could it be made to take up 
the slack caused by uneven dis- 
tribution of “barter power?” 
To what extent may the expe- 
rience of foreign countries be 
used as a guide in the United 
States ? 
Is compulsory unemployment 
insurance practical? If so, how 
should it be administered ? 
II. Compensation Medical 
Ratios 
(a) Is there a cycle in compensation 
medical loss ratios ? 
(b) What are the main factors 
causing rising medical costs? 
(c) Is it possible to regulate medical 
costs through 
1. Fixed fee schedule 
2. Clinics operated jointly by 
carriers. 
3. Any other means. 


Formal papers presented were: 


The Contract of Personal Acci- 
dent and Health Insurance, by Stew- 
art M. La Mont. 


Reviewed the history of accident and 
health policies, as contracts, from earliest 
efforts at policy drafting, beginning as a 
process of experimentation by inexperi- 
enced men venturing into an uncharted 
field, and tracing their evolution into the 
broad contracts of the present day. 

Procedure in the Examination of 
Casualty Companies by Insurance 
Departments, by Emma C. May- 
crink, 

Sketched the early steps in the state’s 
assumption of supervision and_ describe 
the methods employed in the verification of 
the companies’ financial statements as to 
income, disbursements, assets and liabilities. 

A Method of Assembling and An- 
alyzing the Data reported under the 
Unit Statistical Plan, by Mark 
Kormes. 

Described the New York Compensation 
Insurance Rating Board’s methods relative 
to the new unit statistical plan and the 
functions of the receiving agency. 


(c) 


(d) 


Loss 
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Delegates to the Big Mutual Convention In Iowa Held at Des Moines 


Iowa Convention Largely Attended 


HEN the Iowa Mutuals set 

out to put on a convention, 
they do an excellent job of it. As 
witness November 18th and 19th 
when three organizations met in 
Des Moines at the Hotel Fort Des 
Moines and the gathering totalled 
well up to the 400 mark in attend- 
ance. It was the joint session of 
the Iowa Association of Mutual 
Insurance Associations, the Iowa 
Reinsurance Association and the 
Iowa Mutual Tornado Insurance 
Association. The programs of the 
group meetings and the general 
convention were conspicuous evi- 
dence of the interest being taken in 
subjects dealing with the main- 
tenance of mutual insurance at a 
high level and betterment for the 
future. 


Two features of outstanding im- 
portance on the social side of the 
convention and participated in by 
many wives and daughters, as well 
as the delegates, were the banquets. 
The first of these was given on the 
evening of the 18th by Iowa Mu- 
tual Tornado Insurance Associa- 
tion under the leadership of Harry 
F. Gross. The company was host to 
over 350. The second was a similar 
occasion filling the handsome Younk- 
ers Tea Room sponsored by H. J. 


New York Court Rules 
for Factory Mutual 


ANY sections of the insurance 

world will be interested in the 
decisions the Appellate Division of 
the Supreme Court of New York in 
the matter of the Factory Mutual 
Liability Insurance Company of 
America, vs. Thomas F. Behan, Act- 
ing Superintendent of Insurance of 
New York. 

This was argued in the September, 
1931, term of court and decided in 
the November term. Justice Charles 
C. Van Kirk, presided; with Harold 


Rowe and given by the Home Mutual 
Insurance Association of Iowa. 


On the list of convention pro- 
ceedings besides the always lively 
round-table discussions were ad- 
dresses by C. L. Strong, President 
of the Iowa Association, J. Lindley 
Coon of Cedar Rapids, H. E. Col- 
burn of Sac City, J. L. McIntosh 
of Boone, Professor J. P. Ryan of 
Grinnell College, Henry Giese, 
Professor of Agricultural Engi- 
neering of Iowa State College and 
Henry A. Wallace of Des Moines. 


W. A. Rutledge of Des Moines 
was elected President of the lowa 
Association; E. F. Perrin of New 
Hartford was chosen Vice Presi- 
dent and H. F. Gross of Des 
Moines, Secretary and Treasurer. 

T. J. Shaw of Plover was voted 
President of the Iowa Reinsurance 
Association and J. E. Brooks of 
Green Briar, Secretary and Treas- 
urer. 


J. L. Fober was re-elected Presi- 
dent of the Iowa Mutual Tornado 
Insurance Association, with H. F. 
Gross, Secretary; E. N. Dougherty 
Treasurer and R. A. Kent, Vice 
President. B. Rees Jones was 
made a member of its Board of 
Directors. 


J. Hinman, Edward C. Whitmyer, 
James P. Hill and Leon C. Rhodes 


as Associate Justices. 


The decision, which is self explan- 
atory, is quoted below in full, hold- 
ing that a mutual company may not 
be barred from doing business in 
New York, because it issues a non- 
assessable policy in another state. 


“This is a certiorari proceeding to review 
a determination of the Superintendent of 
Insurance of the State of New York made 
upon the application of the petitioner, a 
Rhode Island mutual casualty insurance 
company, to transact business in New York 
State. The Superintendent refused to 
grant the license and review of the ruling 


is here sought upon the ground that the 
sole reason assigned by the Superintendent 
for refusal involves a deprivation of peti- 
tioner’s rights under the Federal Constitu- 
tion. 


“The ruling of the Superintendent, pre- 
sented in the form of a letter, was as 
follows: ‘I very much regret that I cannot 
see my way clear to authorize this company 
to transact business in this State as long 
as it issues both assessable and non-assessa- 
ble policie. As you know, mutual automo- 
bile liability insurance companies of this 
State must issue assessable policies in 
every state in which they transact business 
and it would appear that if the company 
you represent were to be admitted to this 
State, writing both assessable and non- 
assessable policies, it would appear to mu- 
tual companies here, writing liability in- 
surance, as discrimination against them. 
Hence, I am constrained to disapprove of 
this company’s application at this time.’ 

“Under its Rhode Island charter, the 
petitioner is authorized to issue non- 
assessable policies if and when it shall have 
and maintain a guaranty fund of not less 
than $250,000 and a surplus over all lia- 
bilities of not less than $300,000. It has 
such a guaranty and surplus. It has a 
surplus of nearly $2,000,000. Although its 
charter authorizes it to transact various 
kinds of insurance, the petitioner has lim- 
ited its activity to that of automobile in- 
surance and has filed with its application 
for New York license an agreement to 
confine its New York business to the issu- 
ance of assessable policies only. The dis- 
agreement is with reference to the writing 
of non-assessable policies by petitioner in 
other states. Such is the discrimination 
against New York companies which the 
Superintendent must have had in mind. It 
is our interpretation that no other reason 
for refusal of the license was assigned. 


“The sole point requiring our attention 
on this review is that relied upon by re- 
spondent in his brief in which he asserts: 
‘The State of New York in its soverign 
power has the right to exclude foreign in- 
surance companies from doing business 
within this State unless they comply with 
the laws of this State, no matter where 
they may be doing business.’ We assume 
that counsel for respondent represents the 
attitude of the Superintendent of Insur- 
ance in his disposition of this application 
when it is asserted as a proposition of law 
that ‘the Superintendent has the right to 
lay down conditions under which he will 
permit an insurance company to do busi- 
ness in this State, and unless those condi- 
tions are complied with, a foreign company 
cannot do business in this State.’ This 
seems to raise the direct question whether 
the right to exclude a foreign corporation 


(Continued on Page 30) 
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When Unnecessary Hurry Meets Wilful Carelessness There Is Double Disaster 


Auto Accidents In Darker Months 


Motor Car Crashes In Final Quarter of the Year Pyramid 
The Statistics of Fatalities On American Highways 


CANVASS of the causes of the 

pyramiding of motor vehicle 
fatalities and accidents during the 
months of October, November and 
December has been arranged by the 
National Conference on Street and 
Highway Safety. Based on the ex- 
perience of the American Auto- 
mobile Association, which is one of 
the sponsor organizations of the 
National Conference, I am outlining 
in this article my views as to some 
of the causes and ways and means 
for combating this increase. 


The rise in motor fatalities during 
this three-month period over the 
past few years is to a large extent 
responsible for the annual increase 
in the total number of highway 
fatalities. If we could but analyze 
the factors underlying this seasonal 
phenomenon, separate the causes 
for the periodic sharp rise and focus 
public attention on these causes, I 
believe we would be well on the 
road toward controlling the situa- 
tion. The causes themselves are on 
the whole well known and they are 
in every instance susceptible to 
common-sense remedies. 


Before going into the factors in- 
volved, let me cite some figures to 
show the present serious trend of 
the seasonal curve. The number of 
highway fatalities in October of 
1929 was 3,340. October of 1930 
recorded 3,420, or an increase of 
eighty deaths for one month over 
the corresponding month of the pre- 
vious year. November of 1929 
showed 3,170 fatalities, as com- 


By THOS. P. HENRY 


President American Automobile Association 


Washington, D.C. 


pared with 3,580 for November of 
1930, or an increase of 410. De- 
cember of 1929 showed 2,692 fatal- 
ities, as compared with 3,350 in 
December of 1930, or an increase 
of 658. 


Summarized, the last three months 
of 1930 resulted in 1,148 more street 
and highway fatalities than the last 
three months of 1929, or an in- 
crease of twelve per cent, as com- 
pared with an increase of four per 
cent for the year 1930 as a whole 
over the year 1929. In the face of 
these figures, it is clear that no 
argument is necessary to demon- 
strate the need for special attention 
to the problem of these “bad 
months.” 


In order to avoid misunderstand- 
ing, it should be stated that the 
most important factor in seasonal 
increases in highway accidents, 
namely, increased use of the motor 
vehicle as reflected in gasoline con- 
sumption, has no bearing on this 
October, November and December 
situation, since gasoline consump- 
tion is much higher during other 
months, such as July, for instance, 
which normally show a lower pro- 
portion of accidents. The average 
gasoline consumption for the month 
of July for the three years 1928, 
1929 and 1930 was 1,505,810,000 
gallons. The average consumption 
for November for the three years 


was 1,224,790,000. In other words, 
the gasoline consumption for Nov- 
ember averaged 18.55.per cent less 
than the gasoline consumption for 
July. Looking at the accident 
records for these respective months, 
the reverse is shown. The average 
number of fatalities for July over the 
three-year period was 2,736, as com- 
pared with an average of 3,217, or 
an average increase of 17.58 per 
cent for November as compared 
with July. 


SO 


HAT, then, are the causes of 

.the bad record of October, 
November and December? Our 
analysis over a period of years has 
clearly demonstrated that a large 
part of the large crop of accidents 
during this period arises out of the 
fact that neither the motorists nor 
the pedestrians make sufficient al- 
lowance for the peculiar conditions 
of the fall and early winter season. 


There are, for example, thousands 
of accidents due to skidding, which 
in the main result from the failure 
of the car owners to take precau- 
tions against the covering of fallen 
leaves that often carpet country 
roads, suburban lanes and city 
streets during this season of the 
year. The average driver does not 
realize that a carpet of leaves damp 
with dew underneath is as danger- 
ous as ice on a mountain road— 
even more so, since the danger often 
exists in the most innocent looking 
places and as likely as not on a 
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beautiful day. Here is one of the in- 
sidious pitfalls awaiting the un- 
wary user of the highway during 
the season we are now approaching. 


The driving public is more alive 
to the danger of skidding on slip- 
pery and sleety pavements. But at 
the same time, it has been some- 
what lulled into assurance by the 
effectiveness of good brakes, sound 
tires and chains. Important as this 
equipment is as an asset to safety, 
it is not by any means foolproof and 
is certainly not a substitute for the 
exercise of maximum care and the 
employment at all times of a speed 
to suit conditions. 


The fact that there are in the 
country today millions of very old 
and decrepit automobiles, many of 
them carrying worn-out equipment, 
places a greater premium than ever 
on the overhauling of the car in 
preparation for the conditions of 
the next few months and at the 
same time renders the exercise of 
maximum care and the observance 
of reasonable speed obligatory on 
every highway user. 


E are now approaching the 

season of the year when twi- 
light is short and darkness comes 
swiftly. There is a special incentive 
to speeding home from the office 
ahead of darkness. At the same 
time, conditions for driving are 
liable to be less favorable than they 
were a few weeks back. Unneces- 
sary hurrying is one of the greatest 
breeders of accidents. Instead of 
hurrying, which means the taking 
of chances, the motorists should 
realize now that what they must do 
is to give themselves more time for 
the run home from the office or the 
plant. An additional five minutes 
will afford a margin of safety that 
will reflect itself in a diminution of 
accidents. 

One of the things that should be 
particularly stressed at this time, 
in my opinion, is the importance of 
making preparations to meet the 
conditions of poor visibility that 
normally come during the next few 
months. In this connection partic- 
ular attention should be devoted 
to the condition of the windshield; 
to see to it that it is kept clean; to 
see to it that the windshield wiper 
is mechanically efficient, and above 
all, to see to it that the headlights 
are functioning properly and that 
the adjustment meets standard re- 
quirements. 
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Accustomed as they are to the 
long twilight of summer, many 
motorists do not realize how 
stealthily the fall and early winter 
twilight comes. The result is that 
thousands of highway users have 
developed the habit of delaying the 
turning on of their headlights. Here 
is one bad practice which every 
motorist can do his part to elimi- 
nate. In doing so, they will be 
making a very real contribution to 
safety. 


S cold weather approaches, 

there is a natural tendency to 
keep the windows of the automo- 
bile closed. This practice makes 
handsignalling difficult and results 
in turn in many unnecessary acci- 
dents and particularly a large crop 
of minor collisions causing glass to 
fly in all directions, inflicting pain- 
ful injuries and putting a strain on 
our emergency hospitals at a time 
when all our hospital resources 
should be dedicated to handle acci- 
dents and illnesses over which we 
have no control. 


Just as there is a tendency to 
keep the windows of the automobile 
closed, so is there a tendency with 
the approach of cold weather to 
close the doors and windows of 
garages. This practice may be safe 
enough in the case of the home, but 
garage doors should always be 
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opened before the car is started. 
The danger from carbon monoxide 
poisoning has assumed nation-wide 
proportions. The motorists have 
not yet learned the lesson that an 
automobile running in an ordinary 
small garage with doors and win- 
dows closed will produce enough of 
the gas in a few minutes to cause 
death. Here is another accident 
factor which care can completely 
eliminate. 


Among the seasonal accidents 
deserving of special attention are 
those involving children. We are 
approaching the time when the 
youngsters will be busy with their 
skates, their sleds and their bi- 
cycles. They rightfully demand a 
place to use them. In the absence 
of an adequate playplace, it is only 
natural that the children turn to the 
streets and sidewalks in front of the 
school or the home. Here is a situa- 
tion that is unfair both to the motor- 
ists who use the street and the chil- 
dren themselves. The answer to the 
problem will have been found when 
every community has set aside cer- 
tain streets to be closed to traffic 
during certain hours and dedicated 
entirely to the use of children. 


Sot 


Bad Lighting at Dangerous Corners and 
Neglected Signs at the Ends of Blind 
Streets Are Responsible for Many 
an Accident Such as This 














Credit Insurance 
(Continued from Page 15) 
indication of inability to pay,” a de- 
parture from the earlier conception 
of insolvency, which, until the pas- 
sage of the National Bankruptcy Act 
in 1898, was narrowly confined.?° 
One problem which confronted the 
courts was to decide whether the defi- 
nition of insolvency in the credit in- 
surance policies was exclusive or 
merely illustrative of instances which 
would constitute evidence of insol- 
vency. The decisions, in the absence 
of words clearly limiting insolvency 
to the definition stated in the policy, 
show a pronounced tendency to hold 
that the insolvency insured against is 
the usual legally defined insolvency.” 
Even where the courts felt bound by 
the definition of insolvency in the 
policy, this definition was liberally 

construed.** 

The question also arose soon after 
the establishment of credit insurance 
companies as to whether it was suffi- 
cient that the sales from which the 
resulted occurred within the 
policy period, or whether the insol- 
vency had to occur within the same 
time limit. The insured argued that 
if insolvency must occur during the 
policy period there was virtually no 
coverage on his latest sales. Yet there 
seems little doubt that under the mod- 
ern policies the insolvency must occur 
within the policy period.*° 


loss 


Credit insurance policies uniformly 
make the application a part of the 
policy. Since the contract is one of 
insurance it is not surprising that 
much of the litigation has involved 
questions of warranty. The courts 
have unanimously held, in the absence 
of a controlling statute, that the state- 
ments in the application are warran- 
ties.*° 
the au- 


The principles governing 
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thority of agents of life and fire in- 
surance companies seem to prevail in 
respect to credit insurance. Thus, 
where an agent modified the require- 
ment of the policy in respect to the 
books in. which the insured must be 
rated, the modification was held to be 
controlling.*" 

When credit insurance was young 
the cases that occupied the most time 
of the courts were those involving the 
extent, not the fact, of liability of the 
insurer. A New York court, for ex- 
ample, had to decide whether a 
payment by an admittedly insolvent 
debtor to the insured after the expira- 
tion of the policy, but before final ad- 
justment, was to be deducted from 
the loss payable. The policy contained 
a clause reading: “inal proof of loss 
shall be forwarded to the central of- 
fice and the amount due shall be 
adjusted and paid within sixty days 
after receipt by the company.” The 
court held that the company was not 
entitled to have the payment deducted 
from the loss payable on the theory 
that the clause fixed the indebtedness 
of the company as of the expiration 
of the policy. The sixty days were 
only for the purpose of investigating 
claims existing at the expiration 
date.** This decision seems contrary 
to the basic idea of credit insurance, 
which is indemnity for the loss sus- 
tained.** 

Some of the clauses in the old poli- 
cies which were designed to avoid ad- 
justment controversies were not only 
almost incomprehensible in their own 
wording, but were frequently incon- 
sistent with other parts of the policy. 
(ne adjustment clause of this sort is 
as follows: “To simplify adjustment 
and avoid disputes it is agreed that 
such sum of gross loss shall be the 
limit to be borne by the indemnified, 
as less 25% will equal the agreed 
amount of annual net loss, all claims 
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making up such loss to remain the 
property of the indemnified.” The 
policy also contained a prior clause 
which set the normal loss at a specific 
figure. It seemed impossible to state 
whether the adjustment clause was 
intended to confirm or alter the 
method of computing the normal loss. 
The courts generally disregarded the 
clause on the ground either that it was 
patently ambiguous, or that it was 
inconsistent with another clause more 
favorable to the insured.** 


If the insured extends credit in ex- 
cess of the individual debt limit, such 
extension does not preclude proof of 
the amount owing from the debtor in 
question to the extent of the limit 
agreed upon.** This rule has been 
subject to considerable criticism, es- 
pecially by Professor Vance, who 
points out that a debtor to whom ex- 
cessive credit has been extended pre- 
sents a very different sort of a risk 
than a debtor who has received only 
the credit justified by his financial 
rating.** It may be observed, how- 
ever, that the insured is likely not the 
only person extending credit to the 
particular debtor. Moreover, it would 
seem unfair to deprive the insured of 
the protection for which he has paid 
merely because, in his judgment, the 
debtor is deserving of more generous 
financial treatment than is suggested 
by some rating agency. There seems 
no doubt that the rule stated is per- 
petuated in the language of the mod- 
ern credit insurance policies. 

It has already been stated that most 
credit insurance policies cover only 
due to insolvency occurring 
during the policy period. The com- 
panies, however, provide conditional 
back-sgales riders in connection with 
renewal policies. In some _ policies 
back-sale coverage, effective on re- 
newal, is provided for in the initial 
policy. Under such clauses the ques- 


losses 








pany, which would operate in 

its prompt collection or the 

pany’s judgment upon any proposal made by the 
debtor to his creditors, unless the Company’s con- 
sent thereto in wri ing is first obtained. 

7 People v. Mercantile Credit Guarantee Co., 166 
N. Y. 416, 60 N. E. 24 (1901), rev’g 55 App. Div. 
544, 67 N. Y. Supp. 447. The policy involved in 
this case contained the following provision: “ 
the term loss sustained by the insolvency of debtors 
is agreed to mean losses upon sales made by the in- 
sured to debtors who have made a general assignment 
for the benefit of creditors.” 

27 Strouse v. American Credit Indemnity Co., 91 
Md. 244, at 260-261, 46 Atl. 328, at 330 (1900); 
People v. Mercantile Credit Guarantee Co., supra 


any manner against 
exercise of the Com- 


note 26. In the latter case, under the policy, one 
definition of insolvency was the execution returned 
unsatisfied. The court permitted the loss to be 


proved, although the proof relied upon was an execu- 
tion returned unsatisfied after the policy period; the 
theory of the court was that there was sufficient proof 
of insolvency during the policy period. 

2° People v. Mercantile Credit Guarantee Co., 
supra note 26. Cf. Goodman v. Mercantile Credit 
Guarantee Co., supra note 17. 

2° Hogg v. American Credit Indemnity Co., 172 
Mass. 127, 51 N. E. 517 (1898): Talcott v. National 
Credit Insurance Co., 9 App. Div. 433, 41 N. Y. 
Supp. 281 (1896). Contra: Sloman v. Mercantile 
Credit Guarantee Company, 112 Mich. 258, 70 N. 


W. 886 (1897). In the Massachusetts case Mr. 
Justice Holmes speaking for the court said: ‘We ap- 
preciate the small worth or worthlessness of the bond 
for sales made during the last part of the term cov- 
ered. . . . If we could see a reasonable doubt as to 
the meaning of the words we would give the plaintiff 
the benefit of it.”” 172 Mass. at 128, 51 N. E. at 
517. 

3% American Credit Ind@mnity Co. v. Carrollton 
Furniture Co., 95 Fed. 111 (C. C. A. 2d, 1899) 
(where insured stated his losses for a previous year 
to have been $490, whereas in fact they were 
$1,680); Baer v. American Credit Insurance Co., 191 
N. Y. 540, 84 N. E. 1109, af’g 116 App. Div. 233, 
101 N. Y. Supp. 672 (1901); Moore & Co. v. 
American Credit Indemnity Co., 170 App. Div. N. Y. 
660, 156 N. Y. Supp. 737 (1915). But see Block v. 
London Guarantee & Accident Co., 216 N. Y. 560, 
111 N. E. 241 (1916), rev’g 157 App. Div. 186, 
144 N. Y. Supp. 424 (1913) (five months before 
application a debtor of insured had executed deed of 
trust to plaintiff and other creditors of all his prop- 
erty, for which creditors discharged the debts. It 
was known there would not be a 100 per cent. satis- 
faction of the debts, yet plaintiff did not report the 
loss, on the ground that the estate was not settled 
up. The court held that loss meant what a business 
man would regard as a loss, and not ‘“‘non-recover- 
able’’ or “provable loss’? and held there was a breach 
of warranty). See also Tebbets v. Mercantile Credit 
Guarantee Co. of New York, supra note 20. The 


severity of this rule has been somewhat mitigated by 
the qualification that while ordinarily the insured 
must prove fulfillment of all warranties, as to war- 
ranties in the application the insurance company has 
the burden of alleging and proving non-compliance. 
American Credit Indemnity Co. v. Wood, 73 Fed. 81 
(C. C. A, 2d, 1896). 

31Shakman v. United States Credit System Co., 
supra note 21. But see Moore & Co. v. American 
Credit Indemnity Co., supra note 30. It is possible 
to append a rider covering debtors with blank ratings. 
For a case interpreting such a rider see: American 
Credit Indemnity Co. v. Jung, 195 Fed. 177 (C. C. 
A. 5th, 1912). 

34 Jaeckel v. American Credit Indemnity Co., 34 
App. Div. 565, 54 N. Y. Supp. 505; aff'd in 164 
N. Y. 598, 59 N. E. 1124 (1900). 

33 Modern policies leave no doubt on this point. 
The customary provision is that the insured shall 
assign to the company all accounts allowed in adjust- 
ment. The policy also provides that if the company 
later collects on such assigned accounts, the com- 
pany sha!l return to the insured that part of the col- 
lection which is equal to the co-insurance thereon. 

4 Strouse v. American Credit Indemnity Co., supra 
note 27; Jaeckel v. American Credit Indemnity Co., 
supra note 32: American Credit Indemnity Co. v. 
Wood, supra note 30. The adjustment problem dis- 
cussed in these cases has been almost entirely ob- 
viated by the clear statement of the method of ad- 
justment in the present policies. 
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tion sometimes arises as to whether 
the subsequent policy is a renewal, or 
anew policy. In two cases where the 
first policy was prematurely termi- 
nated to facilitate the execution of a 
new one, two federal appellate courts 
reached opposite conclusions.** The 
date of the subsequent policy in re- 
lation to the expiration date of the 
first policy may furnish a guide to the 
solution of the problem of these cases. 
If the termination of the old policy is 
only a matter of a comparatively short 
time, it is not difficult to interpret the 
new policy as intended to be a renewal 
and to offer the benefit of back-sales 
coverage. These back-sales coverage 
provisions also cause some dispute as 
to whether the definition of insol- 
vency and the initial loss provisions in 
the renewal policy or in its prede- 
cessor are to govern the determina- 
tion of losses under the back-sales. 
The courts seem to have held unani- 
mously that the insolvency and initial 
loss provisions of the first policy are 
controlling.** 

All policies require a preliminary 
proof of loss to be submitted within a 
certain period after the loss is ascer- 
tained. Since such proof is for the 
purposes of investigation, it need not 
be legal proof.*® A clause barring 
claims not filed within the specified 
period has been held enforceable.*° 
Where a member of the insured part- 
nership died after the consummation 
of sales, but before the loss, a clause 
that “in event of failure of, or dis- 
continuance of business by the in- 
demnified, this bond shall become null 
and void” was held inapplicable ; dis- 
continuance meant cessation by act of 
the parties.*' The credit insurance 
policies protect the insurers against 
loss resulting only from bona fide 
sales. A recent decision has denied 
recovery for losses where the goods 
were consigned on memorandum.*? 


II]. AMERICAN Export CREDIT 
INSURANCE 


Export credit insurance presents 
somewhat different problems from 
those found in domestic credit insur- 
ance. So far as the producer is con- 
cerned, export transactions are either 
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indirect or direct. In the indirect 
transaction the producer establishes 
contact with the importer through an 
export commission house or a manu- 
facturer’s agent. These commission 
houses and agents generally either as- 
sume or guarantee the credit risk. So 
far as the exporter is concerned, his 
own credit problem is much simplified 
if he can deal only with houses of 
comparatively wide repute and large 
financial resources. The direct meth- 
od, however, seems to be gaining in 
popularity. While the credit risk 
deters direct exporting, if that burden 
can be shifted the advantage of direct 
contact with the buyer is apparent. If 
the shipment is on the basis of cash 
with order, which is rarely possible, 
there is no credit problem at all. If 
the basis is documents against pay- 
ment, the exporter must still incur 
certain expenses before the docu- 
ments are presented. Credit insur- 
ance would not be important in this 
connection because the only effective 
insurance would have to cover de- 
fault, not because of insolvency, but 
for commercial reasons. Of course, 
if documents are to be delivered 
against acceptance of a draft, there is 
a place for credit insurance to cover 
the risk of insolvency between ac- 
ceptance and payment. The real func- 
tion of export credit insurance, how- 
ever, is to take care of the trans- 
actions on an open account basis.** It 
is true that so long as the importer 
can obtain a satisfactory letter of 
credit, credit insurance is usually 
superfluous to the exporter. The let- 
ter of credit, however, means that the 
importer is financing himself. The 
irrevocable letter of credit, like a sale 
on a cash with order basis, does not 
really amount to an extension of 
credit by the exporter to the importer. 

In Germany, at least before the 
war, the German exporters offered 
their export trade acceptances for dis- 
count, without recourse. There is 
little chance that American banks of 
high standing would ever provide a 
market for such paper, even if their 
credit departments gave them ade- 
quate information about the foreign 
buyers.** 





The Illinois Manufacturers’ Asso- 
ciation became interested in export 
credit insurance at the end of the 
World War and under its auspices 
the American Manufacturers’ For- 
eign Credit Insurance Exchange was 
formed in 1921 with one hundred 
members. Membership has rapidly 
increased until today the Exchange 
consists of more than a thousand 
members including many of the lead- 
ing American exporters.” The or- 
ganization is a reciprocal mutual. In 
the first eight years of its existence, it 
paid out about $2,000,000 in losses, 
about 1% of the business written.** 
The mutual type of credit insurance 
organization is of especial advantage 
to the export field because it facili- 
tates the exchange of credit informa- 
tion. The Manufacturers’ Exchange 
today has about 350,000 credit files on 
foreign importers and besides insur- 
ance it furnishes its members a num- 
ber of trade and market services and 
cooperates closely with the Depart- 
ment of Commerce.*7 One of the 
chief functions the Exchange is able 
to render in connection with its in- 
surance business is in helping its 
members avoid shipments to irre- 
sponsible buyers. Several hundred 
thousand dollars in risks are declined 
each month. 


The Manufacturers’ Exchange acts 
through an incorporated attorney in 
fact known as the American Foreign 
Credit Underwriters, Inc., with which 
“ach member contracts. This cor- 
poration issues the credit insurance 
policy. Members are liable for as- 
sessment to the extent of an amount 
equal to premiums earned, but no 
such levy had been made up to Janu- 
ary 1, 1930, and as the Exchange be- 
comes more firmly established a levy 
becomes less likely. A member is un- 
der a duty to furnish all of his ledger 
and sales experience. Administrative 
expenses are met by the retention of 
30% of the earned premiums.** The 
Exchange itself is not a corporation. 

Two general types of policies are 
written by the incorporated attorney 
in fact of the Exchange. If the mem- 
ber offers all his export shipments for 
insurance, he will be given 100% 








35 Shakman v. 
supra note 21. 

3° VANCE, op. cit. supra note 24, at 931. 

37 Hitners Sons Co. v. American Credit Indemnity 
Co., 239 Fed. 689 (C. C. A. 3d, 1917) (held; not a 
renewal); Philadelphia Casualty Co. v. Fechheimer, 


United States Credit System Co., 


220 Fed. 401 (C. C. A. 6th, 1915) (held: a re- 
newal). 
38 American Credit Indemnity Co. v. Athens 


Woolen Mills, 92 Fed. 581 (C. C. A. 6th, 1899); 
Philadelphia Casualty Co. v. Fechheimer, supra note 
|» 3 


3® American Credit Indemnity Co. v. Wood, supra 
note 30. 


 Jaeckel v. American Credit Indemnity Co., supra 
note 32. 


*t American Credit Indemnity Co. v. Cassard, 83 
Md. 272, 34 Atl. 703 (1896). A modern policy 
reads, “ . if insured . . . being a partnership shall 
be dissolved, then this policy shall be terminated.” 

42 Goodfriend v. American Credit Indemnity Co., 
217 App. Div. 635, N. Y. Supp. 165, affd 244 N. Y. 
546, 155 N. E. 891 (1926). 

‘8 It is sometimes stated that the use of letters of 
credit makes export credit insurance unnecessary. 


See (1919) 17 Economic Wortp 801, 920; 
Loman, THe INsurANCE OF ForeIGN CREDITS 
(1923) 26. 


*’ These credit insurance arrangements were con- 
summated by Mr. George R. Meyercord. 

“ The Associated Exporters’ Foreign Credit Guar- 
antee Exchange was organized in 1922. Its purpose 


was to insure the integrity of the sales contract as 
well as against insolvency of the importer. This 
organization lasted only a short time. Its sponsors 
claim that its short existence was not due to the im- 
practicability of its essential idea, but because busi- 
ness was done on too restricted a scale. There is 
also in this country a type of insurance which covers 
specific shipments of certain staple commodities up 
to seventy-five per cent. of the ultimate net loss due 
to insolvency, provided bills for the shipment had 
been accepted. 


*’ The Exchange published a German market guide 
in 1929 and had previously published a Latin Ameri- 
can guide. These guides are kept up to date by 


notices mailed to interested members. 

“8 Management expenses of credit insurance com- 
panies usually exceed forty per cent. Swain, Export 
Crepits (1925) 128. 











coverage on all accepted risks; if he 
selects only certain ones for coverage, 
he is required to carry 20% co-insur- 
ance as to all accounts except those 
classified in the two highest ratings. 
The coverage is of the unit shipment 
type rather than mass coverage. This 
“approval” type of policy is typical of 
export credit insurance, as distin- 
guished from domestic credit insur- 
ance, where the general policy pre- 
dominates. The Exchange issues a 
master policy to the member when he 
signs his contract with the attorney in 
fact. When the member desires in- 
surance on a specific shipment he 
makes a “nomination of shipment”, 
and a rate is quoted by the Exchange. 
If satisfactory, a negotiable certificate 
of insurance is issued. The mutual 
policy covers only insolvency and 
“uncollectibility at law’. Insurance 
of the sales contract as such involves 
an almost incalculable moral risk. 
Such insurance would necessitate a 
completeness of credit data on both 
buyer and seller that is far beyond 
that now possessed by the Exchange. 
The duration of the master policy is 
one year. The certificate, issued un- 
der it, has as an original period the 
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time when in the normal course of 
business payment will be received. 
Two renewal periods of one month 
each will be granted without extra 
charge. If the matter is still unsettled, 
the certificate is renewed monthly, for 
a stipulated premium, until notice of 
payment or other disposition of the 
account is received ; at the end of the 
eighth renewal period the risk con- 
tinues, though no additional renewal 
premiums are charged. The insured 
may pay a flat surcharge of one-third 
of the original premiums, in lieu of 
monthly renewal charges. The Ex- 
change places a maximum insurable 
line on each importer ; it will quote a 
rate on demand as to any prospective 
customer of a member so that, on re- 
ceipt of order, the exporter will know 
whether the shipment is insurable. 
The policy is payable in the event of 
insolvency, or if the account is un- 
collectible at law.*® 

The Exchange also maintains a 
legal and salvage department, with 
many foreign offices. If any account 
is more than three months overdue, 
the member is required to consult 
with the legal department. If it ap- 
pears wise to allow more time, no 








Insolvency is given a nine-fold definition as fol- 
lows: 

1. The aggregate of the property of such debtor at 
a fair valuation shall not be sufficient in amount 
to pay his debts and such debtor shall have 
failed to pay his debts as they matured without 
legal excuse therefor. - 

The debtor shall have been adjudicated a volun- 

tary or involuntary bankrupt according to the 

laws of the country in which the debtor resides 
or has his business. 

3. The debtor shall have made an assignment of 
his assets for the benefit of his creditors. 

4. The debtor’s stock in trade shall have been 

sold under a writ of execution. 

A writ of execution or attachment in the juris- 

diction where the principal place of business of 

the debtor is located shall have been returned 
unsatisfied. 

6. The debtor shall have compromised with a 
majority in number and amount of his creditors 
for less than the amount of his indebtedness to 
them. 

7. A receiver for the debtor shall have been ap- 
pointed and confirmed in a bankruptcy or in- 
solvency proceeding. 

8. The debtor shall have transferred or sold in 
bulk his stock in trade without having made 
due and proper provision for the full settlement 
of his indebtedness. 

9. The debtor shall have absconded. 

The policy is uncollectible if the legal department 
of the attorney in fact shall determine, even in the 
absence of an overt act of legal insolvency by the 
debtor, that litigation would be useless. 
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Newfoundland Egypt 
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France Orient 
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Panama Cuba 
South America Dominican Republic 
Argentina Haiti : 
Bolivia Porto Rico 
Brazil Europe 
Chile Austria 
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Ecuador Hungary 
British Guiana Italy 
Dutch ” Sicily 
French ° Spain 
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Abyssinia Liberia 
Algeria Mauritius 
Azores Morocco 
Cape Verde Islands Nigeria 
French West Africa Tripoli 
Kenya Tunisia 

The Orient 
Borneo Japan 
sare sam 
India South Sea Islands 

GROUP 3 

Europe 
Bulgaria Lithuania 
Danzig Poland 
Esthonia 7 Portugal 
Greece Roumania 
Jugoslavia Turkey 
Latvia 
Asia 

Afghanistan Palestine 
Arabia Persia 
China , Supt 
Mesopotamia ae 

GROUP 4 


Korea (Chosen), Russia 
Insurance to importers in Group 3 is written only 
with co-insurance of from twenty to fifty per cent. 
and not more than $25,000 on any one name. Unless 
the policy has recently been changed, the Exchange 
has not written any insurance for imports to coun- 
tries in Group 4. 
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steps toward collection are taken. If 
the account remains unpaid at the end 
of the eighth renewal period of the 
insurance certificate, the account is 
taken over by the legal department 
without expense to the member. If 
collected, the proceeds are remitted to 
the member, with a deduction of from 
10 to 20% for fees. Further details 
in respect to the collection of past-due 
accounts are set out in the policy. 
The Exchange formerly required the 
member to pay a premium deposit, 
but at present premiums are charged 
as earned. Rates are determined by 
several factors including the credit 
status of the buyer, economic and 
political conditions of the country to 
which shipment is made, and the 
terms of sale. The Exchange recog- 
nizes ratings dd, 4, B,C and D. X 
means no definite rating, because of 
insufficient data and XX uninsurable. 
The rate table divides the countries of 
the world into four groups.®°° There 
are two sets of rates, depending upon 
whether the transaction is on an open 
account basis, or an acceptance basis. 
The rate for the former is about one- 
fourth higher. The average premium 
for original terms is about 1.6% for 
two months. 


The Exchange requires immediate 
notice of insolvency. Proof of loss 
must be submitted within ninety days 
after such notice, but delay is excused 
by abnormal conditions or unforeseen 
contingencies. In arriving at the net 
amount due to the member by the 
debtor, there is deducted from the 
face amount of the debt all discounts 
to which the debtor had been entitled 
had the debt been paid at the date of 
insolvency. If the debt exceeds the 
insurance, any salvage is allocated 
pro rata to the uninsured and insured 
portions of the account. The Ex- 
change is subrogated to the extent of 
payments made to the insured. The 
Exchange reinsttres a considerable 
part of its risks. 

Books for Business Men 

AppLIED ACCOUNTING PRINCIPLES, 
by Emmett Reid Sanford. Thomas 
Y. Crowell Company, New York, 
$4.50. 

EverypAy Economics, by Cornelius 
C. Janzen and Orlando W. Stephen- 
son. Silver, Burdett and Company, 
New York, $1.68. 

EpucATION FoR BusINEss, by Lev- 
erett S. Lyon. The University of 
Chicago Press, Chicago, $3.50. 

Case STUDIES OF UNE. .PLOYMENT, 
by Unemployment Committee of the 
National Federation of Settlements. 
University of Pennsylvania Press, 
Philadelphia, $3. 
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Stock Agent 
Difficulties in a 
Wicked City 


THE approaching 
meeting of the 
National Conven- 
tion of Insurance 
Commissioners in New York City 
early in December, will, of course, 
be attended by a great many stock 
insurance agents, who we trust will 
be forehanded enough to take with 
them a full supply of note paper and 
well sharpened pencils. 

This to check up on the various 
hotels, stores, transportation com- 
panies, etc. with which they will have 
dealings. And it really should be done 
out of a proper realization of, and 
appreciation for, the Great Reciproc- 
ity Racket to which their leaders, 
also in attendance, have committed 
them. In the first place, the meeting 
is to be held at a hotel in which if 
anybody wants to know we will slip 
it confidentially that the management 
uses a great many products of mu- 
tually insured concerns. When tak- 
ing his breakfast bacon it would 
be wise to follow the waiter out 
through the mazes of the big kitchen 
and establish from the chef himself 
that the bacon is not of a mutually 
insured brand. Perhaps the maitre 
(hotel in an effort to be extra oblig- 
ing might consent to have cooked 
some of the stock bacon for squeam- 
ish agents if they will carry it into 
the hotel themselves concealed in a 
brown paper package. 

But, of course, the true dyed in 
the wool stock agent would much 
rather spend the night walking the 
streets with the pan-handlers than 
put up at a hotel with the slightest 
tinge of mutual atmosphere. Other 
hotels nearby would do him no good 
because we understand they use mat- 
tresses made by a company which has 
for many years elected to enjoy the 
benefits of mutual insurance. 


And thus perhaps, when comes the 
dawn, the stock agent may be found 
leaning up against a lamp-post (per- 
haps freshly decorated with mutual 
paint ) somewhere in the wicked great 
city where mutuals seem to thrive. 

If he has any meetings with his 
fellow stock company agents the mat- 
ter should be brought up that all 
forms of policies and other papers 
connected with the stock insurance 
business are printed by a mutual con- 
cern which is owned and controlled 
lock, stock and barrel by the stock 
companies. This, of course, should 
be mentioned only in star chamber 
sessions where there is no likelihood 
of any stock insured printers getting 
hold of the information. 


Do not buy any of the French 
millinery or gowns along Fifth Av- 
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enue for the stock wife, nor should 
the loyal stock agent accouter him- 
self in any of the English sartorial 
creations furnished by the New York 
tailors, since the French and the Eng- 
lish are very often subtle enough to 
take out their insurance in mutual 
companies. 


It would be hard to find a railroad 
also which does not carry mutual in- 
surance on some of its property, and 
anyway to be strictly stock it would 
be proper to travel to New York only 
in a Hupmobile, using only gasoline 
which has that distinctive stock odor 
after it has exploded in the cylinders. 


At best, the opportunity of the 
stock agent to enjoy himself in a 
great city and yet adhere to the boy- 
cott idea is very, very meager. Mr. 
Wilfred Kurth, a stock company offi- 
cial has recently advised his associates, 
in effect, that no self-respecting stock 
man should have anything to do with 
the mutuals. And so the stock agent 
should read no newspapers, because 
often there are mutual items in them, 
the theaters are by no means all stock 
insured, boats on which he may wish 
to take trips are frequently covered 
by mutual marine insurance and he 
will find himself surrounded by tall 
buildings owned or financed by mu- 
tual life insurance companies, which 
by the way were stock some twenty- 
five years ago. 

Not that we would want to do any- 
thing to discourage the stock agent 
and his pet boycott, but out of all 
kindness we wish to warn him that 
when going to New York “the mu- 
tuals will get you if you don’t watch 
out,’ unless he chooses to conceal 
himself in blind pigs and speak easys, 
which are not a type of risk accepted 
by mutual carriers. 

Why Do Lawyers THOSE 
Talk Like That? 


of us 
who are lawyers 
often defend the 
prolixity of judicial opinion by point- 
ing out that legal phraseology must 
of necessity be so precise as to render 
itself incapable of two interpreta- 
tions. At the same time, after having 
waded through a long and abstruse 
opinion even one of legal training is 
often tempted to send a letter or warn- 
ing to the judge embodying a hope 
that he will choke before he has op- 
portunity to write another such dry 
and lengthy decision. It does seem 
sometimes that the higher the court 
the longer the justice wants to talk 
and as the student said of the phi- 
losophy professor, “He can go down 
deeper, stay under longer, and come 
up muddier than anyone I ever saw.” 





While in this frame of mind we 
were amused and gratified to come 
across the following excerpt from an 
address by David Lawrence, before 
the American Bar Association con- 
vention. Mr. Lawrence makes some 
very good suggestions here which we, 
by the way, will try to take to heart 
when digesting important cases for 
our readers. He says: 


“If I were to sum up the biggest single 
criticism of the judiciary which is often 
voiced by newspaper men I would say that 
it is chiefly the incomprehensible char- 
acter of judicial decisions. I have heard 
objections to the length of judicial opin- 
ions, but I think even this would be for- 
given if the decisions were clearly set 
forth. So much time is given, perhaps 
necessarily, to the explanation of tech- 
nicalities in the law. As a layman I am 
willing to concede that these technicalities 
are important to the legal profession, but 
I cannot understand why at the same time 
judicial decisions are not written for the 
general public. After all, we expect the 
general public to preserve law and order. 
We expect the layman to have respect for 
judicial institutions. We expect our people 
to assume the obligations of citizenship 
and to obey not only the laws on the statute 
books but the interpretation written in by 
judicial decisions. 


“What steps are taken by the judiciary 
to acquaint the general public with the 
meaning of law? I have heard many sug- 
gestions offered. I shall mention one that 
is frequently proposed. It is that every 
judicial decision be accompanied by a 
synopsis of from three to five hundred 
words written for the benefit of the lay- 
man. When I mentioned this recently to 
some lawyers they assured me in all 
seriousness that such a synopsis might in 
some instances also be helpful to lawyers. 

“My own experience with the judiciary, 
particularly in this question of giving 
cooperation in the handling of judicial de- 
cisions, convinces me that the men on the 
bench are not only willing but anxious to 
cooperate with the Press. It may be that 
we have not made much progress before 
hecause we have not approached this 
problem directly before.” 


New House THE Iowa Mu- 
Organ From Iowa tual Liability In- 

surance Company 
of Cedar Rapids, is publishing what 
they call “An experiment in business 
promotion and good fellowship” in 
the form of a neat little house organ 
which is full of pep and leans toward 
the side of enthusiastic optimism con- 
cerning the present and future of the 
business situation particularly of 
mutual insurance in their territory. 


There are some crisp editorials on 
various timely subjects among which 
is an especially keen comment on 
“the saturation point.” We trust the 
experiment will continue to prove 
a success, as the first two issues un- 
doubtedly are. 











THE Inland Marine 
Underwriters’ Asso- 
ciation of New York 
has been attacking the problem of 
harmonizing the different rates on 
fur insurance. During the past a sit- 
uation has arisen whereby the straight 
fur floater form of coverage has cost 
a great deal more than the same in- 
surance if placed through the indi- 
vidual certificates issued under a 
Master Furriers’ Customers’ form. 


Rates on Fur 
Insurance 


In the latter variety protection is 
often sold for as little as 60 cents per 
one hundred dollar valuation without 
any minimum premium requirement, 
while the all-risk Furriers Customers’ 
Policy, vault form, called for a 2% 
rate on all amounts and an $8.00 
minimum. 

As a result many furriers have set 
up in the insurance business without 
being required to obtain licenses 
either as agents or brokers, and the 
furriers have been charged by the 
companies a definite rate which varied 
from 60 cents to $1.50 or more for 
each certificate issued. Sometimes the 
furriers have seen fit to charge their 
customers any amount which the traf- 
fic would bear and in many cases a 
handsome profit has been made by the 
dealers. True enough the furriers 
have offered a combined service of 
insurance with cleaning and renovat- 
ing, but in some instances the amount 
charged has been enough to justify 
the dealer being called a racketeer. 


The remedy now proposed is to put 
the certificates on the same basis as 
the straight fur floater form, naming 
a country-wide flat rate of $1.50 per 
one hundred, and a minimum pre- 


mium of $5.00. 


Stock Barriers AT a recent meet- 


to Mutual ing of the Illinois 
Adjustments Association of In- 


surance Agents, 
Frank L. Erion of Chicago, an inde- 
pendent adjuster who is gifted with 
a great deal of common sense, had 
the following to say concerning his 
observations about stock company 
adjustment bureaus declining to act 
for mutuals: 


“Avoid competition in adjustments 
whether it be between agencies, stock com- 
panies, mutuals, reciprocals or among 
adjusters themselves. Competition in ad- 
justments will, if persisted in, disgrace and 
destroy insurance. Fight it every time you 
get a chance and here is hoping no such 
chance ever comes to you—but it may, 
now that stock company bureaus decline 
to act for mutuals or reciprocals. 


“Adjustment bureaus were organized by 
stock companies for their own benefit— 
not to benefit their competitors—but how 
can the stock companies or their agencies 
suffer if their bureaus furnish proof to 
the mutuals and/or reciprocals who are on 
the same risk with them? In such cases 
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the initial adjustment charged to the stock 
companies is lessened by the pro rata 
charged to their competitors; they benefit 
further when they receive indirectly 
through their bureaus the sums paid by 
their transient patrons; in other words, 
such action lessens their adjustment ex- 
pense by double the amount they collect 
from mutuals and reciprocals on the same 
risk with them. 

“In addition to the financial benefit, com- 
petition in the adjustment is obviated and 
neither stock companies nor their agents 
need fear that the adjusters employed by 
them will by any act or word or deed at- 
tempt to advance the cause of their 
competitors. 

“If the mutuals and reciprocals write an 
entire line, to the exclusion of stock com- 
panies, then the latter may be justified in 
declining to allow them to use their ad- 
justment facilities, but when the line is 
mixed there appears no good reason for 
such action.” 

Mr. Erion is beginning to hear 
from the stock agents and the stock 
press who of course do not like such 
plain speaking. 


In the meantime, the mutuals have 
been making good headway with 
their own adjustment service. Unless 
the stock press is at a loss to find mat- 
ter to fill space there is little need to 
discuss mutual adjustments. Neither 
the mutual companies nor their 
policyholders desire to go back to the 
old method. Assureds are entitled to 
better service than they have often 
received in the past, and the mutual 
adjustment system will guarantee that 
all honest losses will be settled 
promptly and with the utmost fair- 
ness to the claimants. 


Col. Dunham 
of Connecticut 
Invites Callers 


ANY time our 
readers are in the 
vicinity of Hart- 
ford, Connecticut 
they would do well to drop in and see 
the new quarters of the Connecticut 
Insurance Department in the recently 
completed state building. 


Commissioner Howard P. Dunham 
has assembled here what appears to 
be quite the finest possible equipment 
for the purpose. Everything in the 
way of furniture and filing facilities 
to make the place cozy, convenient 
and efficient has been added to com- 
plete this handsome office. Hollerith 
machines and cards are in use to keep 
the filing up to date and facilitating 
examination and statement work. An 
astonishing item is the system ‘by 
which the Department has duplicates 
of every policy which has been issued 
anywhere in the United States by any 
Connecticut life company. 


The private office of Colonel Dun- 
ham is a spacious room furnished 
with quiet elegance and so designed 
that it may be used for conferences. 

On the opening day the entire de- 
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partment was a bower of flowers 
extending from room to room where 
had been placed the large clusters of 
yellow and white chrysanthemums 
and bouquets of roses presented by 
the friends of the Colonel. 
Is New Jersey THE State Board 
School Property of Education of 
Over-Insured New Jersey, be- 
cause of a_ sus- 
picion that some of the properties un- 
der its control were carrying insur- 
ance in excess of the real needs, has 
obtained an opinion from the attorney 
general holding that the Board may 
take the matter into its own hands if 
such a procedure should seem desira- 
ble. 

A resolution recently adopted by 
the Board put the W. M. Dickinson 
Company of Trenton in charge of 
placing insurance on all property 
which it is deemed necessary to cover. 
It further provides that insurance 
must be placed through agents in the 
community where the properties are 
situated and that a corrected list of 
policies be filed with the Secretary of 
the Board between the 15th and 30th 
of each month. 

F. & C. Company A letter to stock- 
of New York holders of the Fi- 
Reduces Capital delity & Casualty 

Company of New 
York, has been made public to, and 
proposes a reduction of capital from 
$5,000,000 to $2,000,000 through re- 
ducing the par value of the shares 
from $25 to $10, the number of 
shares remaining at $200,000. 

A meeting of the stockholders is to 
be held on December 2 and all holders 
of shares of record on November 30 
will be entitled to vote. 

A resolution adopted by the direc- 
tors says in part: 

“In common with other casualty and 
surety companies, this company has suf- 
fered during the current year because of 
the unusual undetwriting conditions and 
depreciation of security investment.” 
Great American THE Great Amer- 
Indemnity Also ican Indemnity 
Reducing Company is to re- 

duce its capital 
from the present $1,500,000 to $750,- 
000. This will be done by reducing 
the par value of the shares from 10 
to 5 dollars and afterward increasing 
the capital to $1,250,000 by the sale 
of 100,000 new $5 shares at $12.50 a 
share. 

The first part of the program will be 
to transfer $750,000 from the capital 
to surplus account and then, after the 
capital has been increased from $750,- 
000 to $1,250,000, another $750,000 
will be added to surplus. 

As in the case of the Fidelity & 
Casualty Company, reference to 
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which has been made above, the 
Great American Indemnity complains 
that it has suffered a considerable de- 
crease in its surplus due to bad under- 
writing conditions and severe shrink- 
age in the market value of securities. 
Seek Peace COMRANIES 
Between M.D.s belonging to the 
and Companies National Bureau 

of Casualty and 
Surety Underwriters represented by 
William P. Cavanaugh, Manager of 
the Claims Department of that or- 
ganization, met on November 18 with 
Doctor Morris Rosenthal of New 
York City, Chairman of the Eco- 
nomics Committee of the New York 
State Medical Society, for the pur- 
pose of devising methods of arbitrat- 
ing differences of opinion which arise 
between workmen’s compensation 
carriers and medical men on bills for 
services. 

It was stated that among other ob- 
jects the purpose of the session was 
to seek to remove from the minds of 
carriers or physicians that sharp- 
practices were being indulged in by 
either side. The ideal set up was that 
of prompt, skillful treatment of the 
industrially injured or occupationally 
diseased, and the expediting of recov- 
ery in a reasonable length of time. 
To this end the companies are to put 
their cases in the hands of reputable 
physicians and the doctors are to pay 
close attention to the interest of the 
companies as well as to the patients. 
It is urged that forms be made out 
without delay and bills be itemized, 
not only for services but for X-rays, 
physical therapy and other out of the 
ordinary treatment required. 


Mutual News THE American 
From the State Agency Bulletin 
of Louisiana of November 6th, 

by way of an edi- 
torial, quotes at some length remarks 
made by several Directors of the Na- 
tional Association of Credit Men sup- 
porting the proposition that business 
concerns seeking credit should be 
given scant consideration unless their 
business undertakings are adequately 
and properly protected by insurance. 


Prominence is given to the state- 
ment of an unidentified director from 
the City of New Orleans, who is 
quoted as follows: 


“We, of course, are very careful to as- 
certain whether or not the customer carries 
a sufficient amount of fire insurance and 
if in regular old line or mutual company. 
* * * We now have under consideration 
the matter of having our legislature draft 
a law which will regulate mutual compa- 
nies somewhat the same as the old line 
companies are regulated in this State, so 
that those who do insure in mutual com- 
panies may at least have some protection.” 


According to the latest report of 
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the Louisiana Insurance Department, 
that State has only one domestic mu- 
tual company — apparently local and 
of no consequence since figures re- 
lating to it are nowhere ,available— 
and some twenty mutual companies of 
other states operating within its bor- 
ders. All of the latter are better 
known mutual carriers of recognized 
standing and financial strength. 


For several years the Mutual asso- 
ciations have earnestly endeavored to 
have the Louisiana law, which now 
restricts mutuals to the writing of a 
single line, amended, to permit an 
extension of mutual service to Louisi- 
ana policyholders. Four years ago 
such a bill, providing that mutual 
companies when possessed of surplus 
equal to the capital and surplus re- 
quired of stock companies might 
write the same lines permitted to 
their stock competitors, was passed 
by the Louisiana legislature with but 
two dissenting votes. 


The bill was vetoed by Governor 
Huey P. Long after a Star Chamber 
Session with a well known New Or- 
leans stock insurance executive, the 
veto power being exercised after the 
legislature had adjourned and could 
not, therefore, pass the measure over 
the Governor’s head. 


Two years later the same bill was 
again passed by the House and died 
in a Senate jam occasioned by Gov- 
ernor Long’s determination that no 
measure should be adopted until after 
some of the projects in which he was 
specially interested were favorably 
considered. 


The Director of the National Asso- 
ciation of Credit Men, quoted in the 
American Agency Bulletin as desiring 
an amendment to the Louisiana In- 
surance Law, will find the legislature 
of that state agreeably inclined to- 
ward any measure which will benefit 
Louisiana insurance purchasers by 
making available to them, in full 
measure, the resources and superior 
service of the mutual carriers. 


Commissioners THE week of De- 
to Meet in cember 7th will be 
New York City a period of much 


interest in New 
York City because of the various 
meetings centering around the gather- 
ing of the National Convention of 
Insurance Commissioners. High 
points of the schedule are listed be- 
low. 
December 7 — Insurance Federa- 
tion of America, Annual Meeting, 
Hotel Pennsylvania, New York City. 


December 7-9—National Conven- 
tion of Insurance Commissioners, 
Pennsylvania Hotel. 





December 8-9—Association of Life 
Insurance Council, Annual Meeting, 
Hotel Astor. 


December 9—Victor Barry, Metro- 
politan Life, Testimonial Banquet, 
Waldorf-Astoria. 


December 10-11 — Association of 
Life Insurance Presidents, Annual 
Meeting, Hotel Astor. 


It is expected that a number of 
meetings of mutual committees will 
be held during the same week. 
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New York Decision 
(Continued from Page 22) 


may he used to control petitioner’s business 
in other states by way of condition 
imposed. 


“Tt has been settled that a State cannot 
use its power to exclude a foreign insur- 
ance corporation from local business as a 
means of accomplishing that which is for- 
bidden to the State, such as the regulation 
of conduct in another jurisdiction. (Fidel- 
ity and Deposit Company of Maryland v. 
Tafoya, et al., 270 U. S. 426, 434. See also 
Hanover Insurance Company v. Harding, 
272 U. S. 494, 507; St. Louis Compress 
Co. v. Arkansas, 260 U. S. 346, 349; New 
York Life Insurance Co. v. Head, 234 U. S. 
149, 163.) In Hanover Insurance Company 
v. Harding, supra, at page 507, the Su- 
preme Court said: ‘It was settled in the 
Bank of Augusta v. Earle, 13 Pet. 519; 
Paul v. Virginia, 8 Wall 168; Ducat v. 
Chicago, 10 Wall. 410, and Horn Silver 
Mining Company v. New York, 143 U. S. 
305, that foreign corporations cannot do 
business in a State except by the consent 
of the state; that the State may exclude 
them arbitrarily or impose such conditions 
as it will upon their engaging in business 
within its jurisdiction. But there is a very 
important qualification to this power of 
the State, the recognition and enforcement 
of which are shown in a number of deci- 
sions of recent years. That qualification 
is, that the State may not exact as a con- 
dition of the corporation’s engaging in 
business within its limits that its rights 
secured to it by the Constitution of the 
United States may be infringed.’ Illustra- 
tions follow in the opinion, which need not 
be detailed. It is sufficient to say that the 
case of Fidelity and Deposit Company of 
Maryland v. Tafoya, supra, seems to be 
exactly in point. 


“We hold that the ruling of the Super- 
intendent cannot be sustained on the basis 
assigned by him. We do not pass upon 
the question of his right to exercise a 
broad discretionary power to exclude the 
petitioner under section 9 of the Insurance 
Law for the reason that we think that 
question is not here. It is our judgment 
that he did not purport to act under that 
power. 


“The determination should be annulled 
and the matter should be remitted to the 
Superintendent of Insurance for such fur- 
ther or other disposition as he may think 
proper not inconsistent with this opinion.” 








For news of the insurance world 
with emphasis on mutual activities, 
subscribe for the Journal of Ameri- 
can Insurance. 

















Limited Liability. 
(Continued from Page 20) 

And in the State of Utah, Section 
1180 of the Insurance Laws _ pro- 
vides : 

“Every mutual fire insurance company 
must, in its by-laws and in its policies, 
fix the liability on the part of its members 
for the payment of losses and expenses, 
which liability may be a cash premium 
and in addition a contingent liability in 
an amount not less than one nor more 
than five times the cash premium expressed 
in the policy; but such liability shall cease 
with the expiration of the time for which 
a premium has been paid in advance except 
for liability incurred during such time. 
The maximum contingent liability of the 
holder of each policy, shall be plainly 
stated as a part of each policy. The by- 
laws may also provide for policies to be 
issued for cash premiums without con- 
tingent liability of policyholders; provided 
that no mutual fire insurance company 
shall issue any insurance policy for a 
cash premium without contingent liability 
until and unless it possesses a surplus of 


at least $200,000.” 
owow> 


OURT decisions and law mean 

nothing to the propagandist who 
does not want the insurance buying 
public to know the facts. Publications 
which repeatedly print such mis- 
representations as the article referred 
to above do so because they feel they 
have a clientele who will subscribe 
to, and advertise in, their publications 
only so long as something detrimental 
is said about their compétitors. In 
the main, we believe the average in- 
surance agent to be an honest, law 
abiding citizen. We have no quarrel 
with—and as a matter of fact, we 
definitely acclaim the agent who sells 
his company or companies on merit 
and who renders the kind of service 
which he ought to render. The agency 
mutuals are represented by this type 
of man and a great many of the 
purely stock agents fall within this 
class. He is the kind of agent who 
is not greedy for business at any 
cost, merely to collect the commission. 


On the other hand, many an agent, 
honest of purpose, has allowed his 
mind to become so saturated with 
fallacious untrue arguments against 
mutual insurance sent out by his self- 
appointed peers that he is using this 
misinformation in competition to the 
exclusion of everything else. This is, 
of course, very satisfactory to his 
mutual competitor since the use of 
such an argument as set forth by the 
Underwriters Report makes the stock 
buncombe as simple to knock down as 
tenpins in a bowling alley. The busi- 
ness of this grade of stock agent is 
easy picking for the mutual agent or 
solicitor. Let the good work of the 
Underwriters Report go on. 
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Alton Millers Mutual 
Elect Officers 


T a meeting of the Board of Di- 

rectors of the Millers Mutual 
Fire, Joseph W. Buckingham, Assist- 
ant. Treasurer of this Company, was 
elected a director to fill the place left 
vacant by the death of M. D. King of 
Pittsfield, Illinois. 

G. A. McKinney resigned as 
Treasurer of the Company, having 
heretofore held the position of Sec- 
retary-Treasurer, and Mr. Bucking- 
ham was elected Treasurer. He has 
been with the Company for a period 
of about fourteen years, serving first 
in the capacity of Cashier, and then 
as Assistant Treasurer. 

Charles D. Kellenberger was made 
Assistant Secretary of the Company. 
Mr. Kellenberger has been in the 
employ of the Company about four- 
teen years, he having started as an 
inspector in the mill department and 
worked up through merit to the posi- 
tion of Manager of the Mill & Ele- 
vator Department. 

oC! 


Stocks Vainly Protest 
Against Mutual Ads 


Evidence of the consternation cre- 
ated in the minds of the dyed-in-the- 
wool stock agents by the mutual 
advertising which has been appearing 
in the various magazines of national 
circulation, continues to pile up. 

This publicity made reference to 
certain large concerns which have 
been using mutual insurance. At once 
the members of the coterie of stock 
company agents who have been pro- 
moting the idea of boycotting mutuals 
began to write loud letters to the busi- 
ness houses concerned, threatening to 
withdraw their trade and all the trade 
of their associates from the firms who 
have offended by protecting their 
property with mutual policies. 

The mutual companies have been 
accused of mis-representation but in 
all cases the approval of the risk was 
secured before the name was used. 
Nevertheless the stock agents con- 
tinue to charge bad faith. 

Some of them have even written to 
publishers protesting against this 
form of publicity. One amusing letter 
received by the Saturday Evening 
Post made the statement that none of 
the mutual companies in the Federa- 
tion sponsoring the advertising were 
in realty insurance companies. Rather, 
it was said, they are associations of 
policyholders insuring each other. 

This is in line with the general 
knowledge of insurance possessed by 
the average stock agent. Anyone in 
the business ought to know by this 
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time that mutual policyholders’ con- 
tracts are with a legal corporation 


and not with themselves. Another 
agent grandiloquently flaunts the 


court of common pleas decision in. the 
Erie, Penna., school case although it 
could have no possible bearing on the 
subject at issue. It would be chari- 
table to think that this stock man did 
not know that the Supreme Court in 
this instance had knocked the lower 
court decision into a cocked hat—but 
there is good reason to believe that he 
deliberately tried to mislead the pub- 
lisher to whom the letter was written. 

On the other hand the stock com- 
panies for sometime have been printr 
ing names of certain concerns urging 
that such firms be patronized purely 
because they are stock insured. In 
this they have perhaps deceived them- 
selves, but certainly they have de- 
ceived the public, for out of a list of 
100 recently published, investigation 
shows that nearly twenty carry con- 
siderable amounts of mutual insur- 
ance and only a few of the entire list 
had given permission for their names 
to be used for boycott purposes. In 
fact many of these concerns deeply 
resented the implication that they 
favored stock companies against the 
mutuals. One of them indeed carried 
nearly all his coverage in a mutual 
company. 

After all is said and done, the 
mutual organizations doing the adver- 
tising are not interested very much in 
the stock reaction to it. They are too 
busy seeing good prospects not only 
discovered by this publicity, but oth- 
ers who are being continually alien- 
ated from stock insurance by the 
repugnant methods of those advo- 
cating an un-American boycott. 





ROSS 


Missouri Holds 34th 
Annual Mutual Meeting 


HE Farmers County Mutual 

Fire Insurance Companies of 
Missouri met in the town of Cali- 
fornia in that state on November 18th 
and 19th for their thirty-fourth An- 
nual Convention which drew one of 
the biggest crowds in its history. 

The program was enlivened by the 
presence of Harry Cooper, together 
with Dr. Valgren and a number of 
speakers from the Missourians’ own 
ranks. 

Officers elected were: President, 
R. W. Withers, Liberty; vice-presi- 
dent, Hogan Davis, Harrisonville; 
treasurer, Will Russell, Harrisonville, 
and secretary, H. L. Shirley, Bunce- 
ton. Columbia, the seat of the Uni- 
versity of Missouri, was chosen as 
the 1932 meeting place. 
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Home Office Building 
. . . The Hardware Mutual Casualty Company is licensed in every 
state in the United States, with the exception of Nevada, where 
application for license has not been filed. 
. . . Nation-wide claim service is carried out by 18 branch offices, 
and over 3,000 attorneys and adjusters located in every county and 
in every large city in the United States. 
. . « Over 70,000 policyholders enjoy the advantages of this coast- 
to-coast service. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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v From a plot of bare ground under the careful 
guidance of the builder arises a home, a store 
building, or a manufacturing plant. Slowly but 
surely, step after step the building takes form, 
and all the way from the time the first material 
is brought to the ground until the building is 
complete the Federal Mutuals are protecting 
the investment. The progress of the Federal 
Companies under the 178 year old 
Mutual plan may well be compared to 


the progress of building from the di- 


Think of the 


The Federal Mutuals 
and the Builder 


THE FEDERAL MUTUALS PROTECT MODERN BUSINESS 








Builders’ insurance gives the protection 
needed to the home or factory project 
while under construction. 





minutive one story frame structure of Franklin’s 


time to the stately buildings of stone and steel 
that tower to the skies today. 

v Home owners, corporation directors, merchants 
and manufacturers everywhere in America have 
specified Federal insurance protection to their 
builder when new buildings are erected. They 
know that a Federal policy will provide maximum 
in safety and protection at minimum 
cost, both while the building is under 


construction and after it is completed. 


Federal First 


Federal Hardware & Implement Mutuals 


Retail Hardware Mutual Fire Insurance Co. 
Minneapolis, Minnesota 


Hardware Dealers Mutual Fire Insurance Co. 
Stevens Point, Wisconsin 


Minnesota Implement Mutual Fire Insurance Co. 


Owatonna, Minnesota 














BUSINESS. LEADERS 


are buying 
“L-M-C” Casualty Insurance 


MB From Los Angeles, California to Portland, Maine leading business men of 
America, insurance-wise through long experience, have turned to ‘‘L-M-C"’ because 
of its unusual combination of protection} service and savings. 


MB Cash assets of over $15,000,000— including net cash surplus of more than 
$2,100,000— indicate the strength of this leading company. Over 200,000 policy- 


holders are sharing in its success. 


HM “L.M-C” combines ample resources, nationwide service and an unbroken 
record of dividends to policyholders, which have always been a substantial portion 
of the annual premium on Automobile, Burglary, Liability, Plate Glass, Workmen's 
Compensation insurance and Fidelity bonds. 


® 
LUMBERMENS MUTUAL CASUALTY COMPANY 


James S. Kemper, President 
MUTUAL INSURANCE BUILDING - - - CHICAGO, U.S.A. 


Associate Company Under “L-M-C’’ Manegement 
AMERICAN MOTORISTS INSURANCE COMPANY 











